HEALTH RESOURCES AND
SERVICES ADMINISTRATION
THIRD-PARTY REIMBURSEMENT

FINAL REPORT

Under HRSA Order No. 99-0096(D)
MOBIS Contract Number GS-10f-0049J

Submitted to:
Health Resources and Services Administration
Submitted by:
Birch & Davis Associates, Inc.

8905 Fairview Road, Suite 200
Silver Spring, Maryland 20910

Birch & Davis Associates, Inc.

8905 Fairview Road, Suite 200

Silver Spring, MD 20910

(301) 589-6760 $ FAX (301) 650-0398 September 29, 2000

P




CONTENTS

Acknowledgments

CHAPTERI:

CHAPTER I1:

CHAPTER I11:

CHAPTERIV:

APPENDIX A:

INTRODUCTION

BACKGROUND AND PURPOSE
PROJECT APPROACH
CONCEPTUAL FRAMEWORK
THE THREE STATES

pwbdPE

SITEVISIT RESULTS

OVERVIEW

PROVIDER STATUS

ELIGIBILITY

COVERED SERVICES

RATES AND COSTS

BILLING SYSTEM

DEFICIENT MANAGED CARE CONTRACTING
OVERARCHING ISSUES

SUMMARY

©CoNOO~wWDNRE

INTERPRETATION OF FINDINGS

THIRD-PARTY PROVIDER DESIGNATION
PATIENT ELIGIBILITY ISSUES

COVERED SERVICES

RATES AND COSTS

BILLING SYSTEMS

MANAGED CARE

OVERARCHING ISSUES

NoOoA~AODER

CONCLUSIONS AND RECOMMENDATIONS

1. CONCLUSIONS
2. CATEGORIZATION OF RECOMMENDATIONS

3.  OPERATIONALIZATION OF RECOMMENDATIONS

REIMBURSEMENT ANALYS S COMPUTATION

Page

-1
-2
-3
-4

-1

-1
-2
11-3
11-5
11-9
11-12
11-13
11-14
11-18

-1

-1
-1
-2
-3
-4
-5
-6

V-1

V-1
V-4

IV-13



APPENDIX B:

APPENDIX C:

APPENDIX D:

APPENDIX E:

MEDICAID CASE MANAGEMENT MATRIX

BACKGROUND ON THE THREE STATES

HEALTH CARE FINANCING ADMINISTRATION: LEAD SCREENING
AND RYAN WHITE TITLE Il DIRECTIVES (Not Available Digitally and Not
Included In This Electronic Version of the Study)

UNTANGLING DSHCTHE ROBERT WOOD JOHNSON FOUNDATION
REPORT (Not Available Digitally and Not Included In This Electronic Version
of the Study)



EXHIBITS

Exhibit
Number

EXHIBIT I-1:

SEVEN-FACTOR ANALYS SWITH PROBLEM AREAS

EXHIBIT llI-1: FACTOR 1: THIRD-PARTY PROVIDER STATUS

EXHIBIT I11-2:
EXHIBIT I11-3:
EXHIBIT I11-4:
EXHIBIT I11-5:
EXHIBIT I11-6:

FINDINGS AND CONSIDERATIONS

FACTOR 2: PATIENT ELIGIBILITY FINDINGS AND
RECOMMENDATIONS

FACTOR 3: COVERED SERVICES FINDINGS AND
CONSIDERATIONS

FACTOR 4: RATESAND COSTS FINDINGSAND
CONSIDERATIONS

FACTORS: BILLING SYSTEMSFINDINGS AND
CONSIDERATIONS

FACTOR 6: MANAGED CARE IMPACT FINDINGS AND
CONSIDERATIONS

EXHIBIT I11-7 FACTOR 7: OVERARCHING ISSUES FINDINGS AND

CONSIDERATIONS

Following
Page

-3

-1

-2

-3

-4

-5

-6

-7



ACKNOWLEDGMENTS

This project, Third-Party Resmbursement in Sdlected HRSA Programs, was funded by the Hedlth
Resources and Services Adminigration (HRSA), Department of Headlth and Human Services. It was
carried out by Birch & Davis Associates, Inc., under contract number GS-10F-0049J.

Appreciation is extended to everyone at HRSA who contributed to the successful completion of this
effort. Particular note should be made of Thomas Morford, Deputy Administrator, who chaired the
HRSA Steering Committee, and the membership of the Steering Committee, who provided guidance
throughout the course of this endeavor.

A team of expert consultants lent arange of essentid professond skillsto this project. These were:
Mark Anderson, Karen Burke, Pamela Byrnes, Charles Cheney, Bill Chrigoffd, JuliaHildago, Alice
Lambo, Marilyn Masick, Sara Rosenbaum, Andy Schneider, Roger Schwartz, Tamra Stark, Michael
Taylor, Mark Wilcox, Diane Y aeger, and Ann Zuvekas. Vauable adminigtrative and technical support
was rendered by Pamela Zingeser and Kristyn CG:=Reilly of Birch & Davis.

Specid gratitude is due the representatives of the 27 HRSA grantee programs that participated in this
project. They gracioudy received the visting project team members and generoudy provided pertinent
information to them. Indeed, it is the dedication of these grantee organizations to improving the quaity
of life for the people of their respective communities that has made this project and this report possible,

Katherine H. Kiedrowski

Project Director

Birch & Davis Asociates, Inc
CHAPTER |

INTRODUCTION

1. BACKGROUND AND PURPOSE

Asthelead Federd agency responsible for funding the delivery of ambulatory hedlth servicesto Americas
most vulnerable populations, the Health Resources and Services Adminigtration (HRSA) hastraditiondly
provided grant dollars directly to local entities or, through block and formula grants, to States and cities.
Congress and the administration have anticipated that funding for the delivery of hedlth sevicesto vulnerable
populations would come from both the appropriations/grant process and third-party insurance coverage
programs, eg., Medicaid, the Childrerrs Health Insurance Program (CHIP), Medicare, and some



commercid insurance. The Federa policy postion has been that third-party insurance should pay for the
cost of hedlth carefor insurance program beneficiaries, thereby alowing Federa grant dollarsto befocused
on the hedlth care of the uninsured and underinsured.

In the summer of 1999, HRSA contracted with Birch & Davis Associates, Inc. (B&D), to conduct a
third-party reimbursement maximization technical assstance needs assessment of HRSA grantees. This
cdled for determining whether granteeswere in fact being reimbursed by insurance programs, if they were
not, ascertaining the reasons why not; and developing strategies including training and technica assistance
(T/TA) that would enhance the ability of HRSA grantees to maximize third-party revenues.

HRSA dso formed a Steering Committee composed of representatives of al of its grant programs:.

$ Community and Migrant Hedlth Centers (C/MHCs)
2. Office of Rurd Hedth Policy (ORH)

$ Hedth Care for
the Homeess
(HCH)

$  HIV/AIDSRyan White Title 1l
$  Maernd and Child Hedlth (MCH)
$  Hedthy Sat (HS)

The project Steering Committee selected the following three States in which to conduct the project:

$ Michigan
$ Pennsylvania
$ Texas

The Steering Committeeidentified nine grantees within each State, representing a cross-section of HRSA
grant programsto beincluded inthe project. These27 HRSA grantees comprised eight community-based
organizations, ninelocd public hedth departments, four loca public hospitds, fiveteaching hospitals, and a
dtatewide hedlth care network.

2. PROJECT APPROACH

B&D assembled a consultant pand with extensve experience in ambulatory hedth care ddlivery to
vulnerable populations, HRSA grant programs, Medicaid and other third- party reimbursement programs,
hedlth care financing, and managed care.  Project team members conducted sSite vigits to the grantees,
provided initid on-Site technica assstance, documented the Site visits, and analyzed the project-sfindings
and recommendations.

Thefollowing seven factorswere used to examinethird- party rembursement within the operationd contexts
of the grantee organizations.



Medicaid/Medicare third-party provider status of the grantee

Eligibility of the granteers patient base for third-party program coverage
Medicaid/Medicare coverage of services provided by the grantee
Third-party payment rate compared with grantee costs

Adequacy of the grantee billing system to maximize reimbursement
Impact of mandatory managed care on grantee revenue

Overarching issues

hHHP PP

Thefactorslisted above were used to devel op auniform data collection tool that was used to support al of
the Stevigts. The seventh factor, overarching issues, was added to identify issues or problemsthat did not
fdl within any of theinitid sx factors

Between November 1999 and March 2000, sitevisitsto 27 grantees were conducted over two or three
days by project teams of two to four technical specidists. To ensure consstency and continuity among the
stes, ether the Project Director or the Deputy Project Director served asa Team Leader for dl of thedte
vigts,

During the dite vidits, the teams reviewed relevant documents and records, observed processes, and
conducted openended individua and smdl group interviews on programmatic and financid matters
pertaining to third- party reimbursement. To gain acomprehensive understanding of the rel ationship between
HRSA grant program activities and funding and the overal structure and operations of the grantee
organizations, B& D held discuss onswith the organi zations: adminigrative and fiscal personnd (to the extent
of their availability during the Stevist) aswdl aswith the program st&ff directly involved in the management
and performance of grant-funded activities. When necessary, the project teams aso provided limited
technicd assstance to the grantees regarding drategies that the grantees could employ to enhance
third-party reimbursement.

Following each dte vist, the team members prepared a report that included preliminary findings and
recommendations on strategiesfor enhancing third-party revenue. Copiesof thesitevist reportswere then
digtributed to the grantees and to the HRSA Steering Committee for review and comment.

Following completion of the Stevisit phase of the effort, the project team performed an extensveandyssof
their overdl findings regarding third-party rembursement. Tofacilitatetheandysis, barriersto third-party
revenue maximization were classfied by type of grantee, type of problem (based on 18 clustersof problem
types), and whether the problem was perceived to be under the control of the grantee, out of the granteess
contral, or ultimately out of the granteers control but under itsinfluence. Exhibit -1 showsthe framework
used to guide the andlysis. To the extent that data were available, B& D dso performed arembursement
andyds to quantify the amount of third-party revenue that might beredized by the granteeif the problems
wereresolved and barriersto reimbursement wereremoved. Thereimbursement andysiswas presented to
the HRSA Steering Committee in July 2000 for review and comment.

It is important to note that in the conceptuaization and early execution of this project, some HRSA
programs and constituencies were inadvertently omitted: school-based clinics, freestanding migrant hedth



centers, and Asian and Pacific Idanders. They should be included in further efforts of this nature, and
resulting recommendations should be tailored to meet their unique needs.

3. CONCEPTUAL FRAMEWORK

One of the difficulties experienced in thiseffort was that grantee Siteswere not selected and the difference
between the grantee organization and the grantee program was not fully determined until the project wasin
progress. Many of HRSA:=sgranteesarelargeinditutions, whilethe grantee programsare often asmdl part
of alarger organizationd sructure. For example, many of the Ryan White, Hedthy Start, and MCH

subgrantees are in fact large indtitutions, such as teaching hospitals and local hedlth departments. Third-
party rembursement may be at the grantee organizationa level and thus may or may not have asignificant
impact on the grantee program. Disproportionate Share Hospital (DSH) program payments and the
Federdly Qudlified Hedth Center (FQHC) status of the grantee organization/program are good examples.
In other cases (e.g., the Community and Migrant Health Centers program), the grantee program and the
grantee organization are one and the same and there is not the terminol ogica and organizationa confusion
seen in larger grantee organizations that house the grantee program.  This report atempts to distinguish
between the grantee organization and the grantee program to ditill the third-party reimbursement
implications, findings, and recommendations.

The second conceptua framework consderation used in this andysis was determining whether the third-
party reimbursement barrier was.

$ I nter nal C Within the control of the grantee
$ External C Outsde of the control of the grantee
$ BothC Potentidly influenced by the grantee but ultimately outside of its control

Therefore, this report attempts to classify the third- party reimbursement barriers according to these three
condderations, recognizing that the solutions and strategieswill dso be driven by these same consderations
Asaresult, recommendationsin this report fall into three categories.

$ For problems internd to the grantee, the recommendations are largely in the nature of
training and technica assstance.

$ For those externa to the grantee, the recommendations are largdy policy in nature.
$ For those that can be influenced by the grantee but are il sgnificantly out of its control,
the recommendations are largely State- based strategies.

This report follows this conceptua framework, which is expanded upon in the findings and
recommendations sections of the report.

4, THE THREE STATES



The three States selected have in common their relaively large populations and the fact that they have dl
initiated managed care programs. However, these States also differ considerably intermsof demographic,
socioeconomic, and governmenta features as well as in the manner and extent to which they have
implemented Medica d managed care, aCHIP, and State hed th depa’tment adminigration of programs and

three Stata %eAppendlx C.
CHAPTER II

SITE VISIT RESULTS

S. OVERVIEW

Thefocusof thissectionison problemsfacing HRSA granteesthat prevent them from obtaining third- party
reimbursements and on calculating what could be collected by the granteesif the problems were resolved.

The project team gathered extensive information from the grantees. The emphasis was on identify-ing
problems and barriers that prevent or limit them in maximizing third-party reimbursement. The problems
identified were classfied under the seven factors listed in Chapter |. Using this information, we then
edtimated the amount of revenue that the grantees could collect if the barrier or problem were removed.

For a grantee to maximize its third- party reimbursement, it must be recognized as athird-party provider;
provide reimbursable services by qudified gaff; have an efficient billing system, up-to-date rates, and a
forma agreement with amanaged care organization in the State; and have no policy barriersto billing and
reimbursement. In no case wasagrantee ableto fully maximizeitscollections. Whiletherewasagreat dedl
of variation in the ability of the granteesto collect third- party rembursement effectively, the Stevist teams
found that granteesin six of the seven programsinvolved in this study had opportunitiesfor improving their
third-party reimbursement. The one exception was grantee programs supported by the Office of Rurd
Hedth. While operating worthwhile and needed programs, they were providing servicesthat weregenerdly
not reimbursable.

The project team identified 18 problems or barriers preventing the grantees from collecting a substantia
amount of third-party reimbursement. Using the multifactor agpproach, what appears below is an
identification of the problems and barriers. For each, abrief discussion is presented here of the problem
with an estimate of what could be collected in the future if the problem or barrier were diminated.

1H RSA grantees based at either a hospital or university presented another problem for the study team. In most casesthe
HRSA -supported program represented less than 1 percent of the total operating budget for the institution. Therefore, the only data
available were from the department within the university or hospital that houses the program. Study team members were unable to
obtain revenue data for the programs.



One of the project=s objectives wasto identify problems or barrierswith an impact on grantees acrossthe
country, not just on one of the Stateswevidted. Itisfor thisreason that in discussing the various problems
and barriers, there are no references to specific Sites or in many cases to the State involved. A more
detalled presentation of each of the barriers, including those impacting on the Stes vigted, is given in

Appendix A.

It should be noted that granteesface severd barriersthat together are preventing them from maximizing their
third-party collections. In addition, some of the barriers identified are not easily quantifiable due to the
multitude of problemsfaced by the grantee or dueto lack of meaningful data. The Sudy teamisconvinced,

however, that if the causes were addressed, the grantees would have far greater opportunity to collect
additiond third-party reimbursements.

6. PROVIDER STATUS
2.1 Provider Designation

Tweve of the 27 grantees sudied demongtrated problems with their third- party payor designation status
that led to rembursement barriers.

1. Licensng RedtrictionsCLicensng policiesor rulesestablished by the State Medicaid agency
and other insurers do not recognize clinics that are operated on a part-time bass or are
operated by the State or loca hedlth department. Such policieshave created problemsfor
grantees such as Health Care for the Homeless clinics, Hedthy Start, and school-based
clinics, induding preventing them from hilling for services.

$ Failureto Recognize Provider StatusC Some grantees have not sought or gained status
as providersof care and therefore do not accumulate sufficient cost and encounter datato
produce hills for program services.

$ L ack of FQHC StatusC Some grantee programs could enhancetheir reimbursementsby
being linked to an FQHC. For example, one Title 11l Ryan White CARE Act clinic is
operated by aloca headth department that is dso an FQHC. While both are divisons
within the FQHC:sheath department, they are administered and organized separately. As
a result, the HIV/AIDS clinic does not receive cost-based reimbursement for covered
services rendered to Medicare and Medicaid recipients. Management reported that the
clinic has an active casdload of over 1,100 patients, most of whom are Medicaid or
Medicare digible. A direct program linkage between the two would enable the Ryan
White grantee clinic to subgtantialy improve its Medicaid/Medicare reimbursement. This
could be done withou ether progranrsloss of identity.






PROVIDER STATUS SUMMARY

Problem/Barrier Types of Grantees Impacted

State licensing restrictions Health Care for the Homeless, school-based clinic
programs, Healthy Start

Grantee not recognizing provider status options Maternal and Child Health subgrantees, Health Care
for the Homeless

Lack of utilization of FQHC status Health Care for the Homeless, HIV/AIDS Title 11l
grantees, Healthy Start

Findings Twelve of the 27 sites studied had a provider
designation problem.

3. ELIGIBILITY
3.1 Inadequate Assistance In Enrollment

Eight of the 27 stes studied demonstrated inadequate patient ass stancein enrollment and third- party payor
programs.

$ Outstationed Eligibility Worker sC This continues to be a problem for many Federaly
Quadified Hedlth Centers that are not receiving support from the State Medicaid agency.
Outstationed digibility workerswere available for some but not &l of the FQHCs visited.?
In addition, the study team found that many grantees were not providing adequate
enrollment assstance for their clients or were missing enrollment opportunities for their
clients. Thiswas especidly true a homeess clinics

$ Lack of FormsCIn some cases, the granteess ability to befully supportivewaslimited by
Statepolicy or regulation. Thebarriersfound by the study teaminclude not having or being
alowed to have Medicaid applicationsat theclinic. Inone State, the gpplication could only
be obtained and completed at a State office.

$ Lack of CoordinationC Compounding the problem of not having saff availableto assst
clients, some grantees were not taking advantage of the opportunity to work with other
organizations that were helping individuas enroll in Medicaid or other programs for the
medicdly indigent.

2One FQHC serving an overwhelmingly Hispanic community had a State-supplied outstationed eligibility worker who did
not speak or understand Spanish.



Dual EligibilityCWhile most of the grantees were familiar with the various programs for
dud €eligibles, many were not aware of the requirements and the procedures for enrolling
clientsin the programs. Thiswas true even for grantees with asgnificant number of dients
enrolled in the Medicare Program.

3.2 Eligibility Barriers

Sixteen of the 27 grantees studied had patients with avariety of digibility problems.

$

Twenty-Four-Month Medicare Waiting Period for Social Security Disability
Income (SSDI) BeneficiariesC Thissgnificant problemimpactsdl individuasdigiblefor
SSDI benefits. Federa policy preventsindividuas who have been judged as disabled by
the SSA from recelving Medicare coveragefor 24 months. Thisisespecidly aproblemfor
individuaswith AIDS. Many individuascaught inthiswaiting period aredso indigiblefor
Medicaid, snce their SSDI payments exceed the digibility limit for Medicaid.

Undocumented ResidentsC Another problem faces HRSA grantees that are serving
undocumented residents. Thisis not limited to Texas but exigts for HRSA granteesin al
three States studied. One State program serving children with specid health care needs
datesthat it will provide servicesto dl resdents of the State, regardless of their citizenship
datus. However, one requirement is tha the parent(s) must apply first for Medicaid
coverage. Since these patients are indigible for Federd (and in most cases, State)
assistance programs, grantees provide services to them without receiving reimbursement.

Eligibility Procedures and RequirementsC Two of the States surveyed in this study
have high numbers of individuds digible for but not enrolled in the State Medicad
programs (higher than the nationd average). The many reasonsidentified included the need
for a face-to-face interview and income verification, the time involved, the multitude of
forms or documents required, inaccessbility of eigibility offices, and the hogtile or
indifferent attitude of State staff respongble for enrolling individuds. In one State, other
barriers cited werelinking the Medicaid gpplication process with the Temporary Asssance
for Needy Families (TANF) application process, poorly constructed forms, and
incongstency indigibility requirements preventing children from recelving ChildrerrsHedth
Insurance Program or Medicaid coverage.®

Eligibility procedures and requirements place an unique hardship upon the homeless,
athough hedth care services have been specidly talored to meet the needs of homeless

3Due to the enrollment procedure linking Medicaid enrollment with the States CHIP enrollment process, a child could be
referred back and forth between the two programs and never be determined eligible for either one.



people in dl three States. Priorities for the homeless population are finding shelter and
food, not hedth care. The problems facing the homdess dinicsin trying to capture third-

party reimbursementsare substantid. They indude aninahility of many homdessindividuas
to meet the basic requirements needed to qudify for MedicadCa permanent address, a
telephone, documentation of citizenship or employment (income), and transportation. In
addition, if an individua does become qudified, there is no assurance under mandatory
managed care that he or she will be assgned to the homeless dinic or that an MCO will

even contract with that dlinic.

3.3  Eligibility Window

Two grantees were found to not be recognizing, for billing purposes, the digibility window between
Medicad digibility determination and MCO enrollment.

State Medicaid managed care programs characteristically have aperiod of time when arecipient has been
determined to be digible for Medicaid but is not yet enrolled in amanaged care organizetion. Thistime
period variesby program. During thistime period, Medicaid recipients may receive servicesand havethose
sarvices pad for on the traditiond fee-for-service bass. In one State, this digibility window is
approximately 45 days long. The study team found that severd grantees in this State were not taking
advantage of this fee-for-service billing opportunity.

PATIENT ELIGIBILITY SUMMARY

Problem/Barrier Types of Grantees | mpacted

Inadequate Assistance in EnrollmentC Outstationed Community Health Centers, Migrant Health Centers,
eligibility workers, lack of forms, lack of coordination, and | Health Care for the Homeless, Healthy Start, HIV/AIDS

dual digibility Title 1

Patient EligibilityCMedicare 24-month waiting period, Maternal and Child Health subgrantees, Community
undocumented residents, eligibility procedures and Health Centers, Migrant Health Centers, Health Care for
requirements the Homeless, Healthy Start, HIV/AIDS Titlelll

Eligibility WindowCBilling for services during window Community Health Centers, Migrant Health Centers
between Medicaid digibility and MCO enrollment

Findings Nineteen of the 27 sites studied had dligibility-related
problems.

4. COVERED SERVICES

4.1 Lack of Saff Cetification



The problem of thelack of staff certification wasraised in two of the three Statesvisited. The problemis
the same in each StateCthe State requires case managers or programsto be certified by the State. Seven
of the 27 Stes had problems identified in this area

In one State, dl types of case managers arerequired to be certified in order to bill for their services. Five
granteesin this State provided case management serviceswithout having their saff certified, thuspreventing

them for billing for these services. In the second State, the requirement for staff certification for case
management ismore pecidized. Program certification isrequired to provide case management servicesto
clients served through materna support services and infant support services targeting high-risk pregnant
women and their children. Two of the grantees did not have staff certified to provide these services but
were actudly providing at least some of these services to dients.

4.2 Deficient Waiver and Case Management Cover age

Twenty-two of the 27 grantee Stesvisted had deficient waiver and case management coverage. Appendix
B contains an overview of reimbursable Medicaid case management services.

$ Home and Community-Based Services Waiver: Lost OpportunitiesC Home and
community-based careisincreasingly viewed asadternative to long-termingtitutiona care
for personswho have sgnificant limitationsin performing daily living activities. Home and
community-based serviceswaivers, dso called 1915(c) waivers, are one of thetoolsused
by State Medicaid programs to provide long-term care to qudified individuds in
noningtitutiond settings. By serving individudsthroughwavers, Sateshave moreflexibility
inthar long-term care programs and beneficiaries can receive hedth carein settingsthat are
more comfortable for them.

In establishing the 1915(c) waiver program, Congress sought to prevent or postpone
indtitutionalization of personswho could be served equally wel within the community. With
gpproved waiver programs, States are authorized to cover awide variety of nonmedica
sociad and supportive services that have been shown to be critica in alowing persons to
remain in the community. Examples of such services are homemaker services, adult day
hedlth services, minor home modification, and respite care.

The three States involved in this study have a total of 22 gpproved 1915(c) waivers.
Twelveof thewaiversareto provide servicesto individua swith developmentd disabilities

Only three waivers have been approved for clients most likely to be served by HRSA

grantees. Thereis only one waiver for individuas with HIV/AIDS, and there are two for
children with specia hedlth care needs (one for technology-dependent children and the
other for Amedicaly fragiled children under one year of age).



All three States are using State-only dollars to provide supportive services that could be
provided through a1915(c) waiver. The Statesare underwriting 100 percent of thecod of
these services. By ether expanding an existing waver or creating anew waiver, the State
could more than double the scope of its activity without additiona dollars*

$ Services Not Included in an Existing 1915(c) Waiver for Children with Special
Health Care NeedsC One Stateisusing both Title V and State generd fundsto pay for
sarvicesbeing provided to children with specid hedth care needs. The Statehasa 1915(c)
walver to provide services to these children. The waiver pays for case management
services, private duty nurang, and medicaly necessary equipment. The Hedlth Department
is paying for respite, home hedth, and other services to families included in the waiver.
These services should instead be included as covered services under the waiver. The
Department could thus more than double the amount of servicesit is currently providing
without costing the State any additional dollars®

$ Not Recognized asa Provider of Waiver Servicesfor High-Risk Pregnant Women
and Their ChildrenC One State has an approved 1915(b) waiver for high-risk pregnant
women. This waiver was edtablished prior to its managed care waver and is ill
operational, athough such services are now the responsbility of the MCOs.  For
communitiesnot induded in the Medi caid managed care program, the State contractswith
alimited category of providers to offer the waiver services. Unfortunatdy, loca hedth
departments and Hedlthy Start projects are not recognized as providers of services”
despite having provided case management services to women previoudy. In fact, one
Hedthy Start project has been negotiating with the local MCO for severad years but has
been unable to come to any agreement.

In another State, the Department of Health offered two programs prior to the establishment
of its Medicaid managed care program. The firgt offered enhanced services to high-risk
pregnant women, and the second offered enhanced servicesto ther high-risk children. Bath
programs were subsequently incorporated into the Staters managed care program. These
sarvices now must be provided by qudified medicd providers (QMPs). Loca hedth

departments and Healthy Start projects are providing these servicesto women enrolled in
the Medicaid program but are not being rembursed. These organizations are not

recognized asQMPs. The QM Psare unwilling to contract with them, yet they arereferring
thewomento both loca hedlth departments and Hedlthy Start projects, which providecare
without rembursement.

“The FMAP rate for each of the three Statesis greater than 50 percent.

5The States FMAP rate is 53.82%.
6Providers are limited to physicians, midwives, RHCs, FQHCs, hospitals, and outpatient departments.



$ Not Reimbursing for Targeted Case Management Services for HIV/AIDSCAs
noted earlier, one State has included in its plan targeted case management services for
digiblerecipientswith AIDS or symptomatic HIV. The State has established acertification
procedure for case managers. The HIV projects in the State provide case management
sarvices to digible dients, but Ryan White grantees are not currently billing for these
services.

A second State has aso opted to include in its plan targeted case management services.
Accordingto State officids, it ispossiblefor anindividud with HIV/AIDSto bedigiblefor
case management services. Unfortunately, it was not possible to determine how he or she
would be €ligible, since the State plan does not provide clear criteriafor determining
igibility. Information available through HCFA:=sregiond officeindicatesthat most of the
individuas determined to be qudified are adultswith physica dissbilitiesor who aredderly.
Individuas with HIV/AIDS, it appears, are not covered. Thisconfusion obvioudy affects
reimbursement.

$ Not Reimbursing for Services to Children with an Elevated Blood Lead
L evelCMog of the loca hedth departments and some community hedth centers we
vidited were providing case management services to children with an elevated blood lead
level. Thelocda hedth departments are providing screening, environ-menta assessment,
and case management services to families with such children. The States visited are not
complying withthe HCFA directive that they reimburse providersfor dl threelead-related
sarvices.” Appendix C contains acopy of the HCFA directive.

The project team, in reviewing datafrom two of the three States, was able to estimate that
gpproximately 7,000 children with an eevated bood lead level were recelving case
management services and that more than 5,500 environmenta assessments were being
performed by loca hedth departments without any Medicaid reimbursement. Datawere
available from only one locd hedth depatment in ove State. This Department was
providing Smilar servicesto over 800 children and was not being reimbursed for providing
the services.

4.3 Services Not Reimbursed

A number of problems were found regarding the ddivery of services for which there was no
reimbursement.

7See Medicaid Directors letter issued on October 22, 1999.



$ Lack of Coverage for Tuberculosis ServicesCPublic hedth clinics and especidly

hedlth departments have traditionaly been required to provide treetment to al individuads
with tuberculosis, regardless of the persorrsinsurance status or MCO enrollment. Since
1993, States have had the option to include coverage for personsinfected with TB in their
Medicad plan. Individuaswith TB are éigible for Medicaid coverage smply because of
theillness. The problem facing many granteesis not with the State Medicaid agency but
with commercid insurerswho deny payment becausethey fed that the hedth carefor these
TB patients is the responghbility of the loca hedth department. While not a widespread
problem, this has been identified asaproblem at least oncein each State. Nearly al States
have removed the requirement that tuberculoss be trested soldly by the State or local
health department.

$ I nability or Unwillingnessto Bill for ImmunizationsC Severd locd hedth departments
regularly provideimmunizationsto both children and senior citizens. Dueeither to their lack
of billing capabilities or to loca policy, many loca hedlth departments are not billing (even
Medicare) for thisservice. Small loca health departments have neither the infrastructure
nor the expertise to bill for services rendered. Furthermore, program management
questions the net return on such billing when compared with the investment that would be
required to implement billing and collection functions. However, in many ditiesthe potentid
reimbursement for these services would far exceed the hilling cost. Some cities use billing
agents on contract to obtain these reimbursements.

4.4 Nonreimbursable Staff

The problem of nonrembursable staff was identified in dl three States. A homeless services grantee and
severd programs operated by loca hedth departments were unable to bill because they did not have a
physician. A second grantee provides obstetric services, but the MCO that it contracts with does not
recognize family practice physicians or midleve practitioners as vaid providers of services.

COVERED SERVICESSUMMARY

Problem/Barrier Types of Grantees | mpacted

Staff CertificationCNot seeking or gaining staff/program | HIV/AIDS TitleI11, Healthy Start
certification for case management

Deficient Waiver and Case M anagementC Services All Community Health Centers and Migrant Health Centers
not included in a 1915(c) waiver or waiver servicesto high- | (local health departments are particularly impacted by lack of

risk pregnant women and children or targeted case coverage for children with an elevated blood lead level even
management for HIVV/AIDS or not reimbursing for lead though specified in the Federal statute).
services

Services Not Reimbur sedC Confusion over and lack of Community Health Centers, Migrant Health Centers,




Problem/Barrier Types of Grantees | mpacted

coverage for tuberculosis services in spite of Federal and HIV/AIDSTitle 111, Health Care for the Homeless, MCH

legidative language in Medicaid and commercia payor subgrantees
responsibility
Nonreimbursable staff Community Health Centers, Migrant Health Centers, Health

Care for the Homeless, MCH subgrantees

Findings Twenty-two of the 27 sites studied had problemsin the area
of covered services, mostly in case management.

5. RATESAND COSTS

Twenty-one of the 27 grantees reported problems with gaps in the cost of services versus the rate of
payment from third parties.

5.1 Deficient Reimbursement Rates

Eight of the 27 grantees Ste visted demongtrated problems with third-party rates not covering grantee
cogts due to deficient rates by the payor.

Deficient reimbursement rates were identified by the Ryan White and homeless program grantees we
vidgted asamgor problem. State Medicaid agencies have the opportunity to identify HIV/AIDS patients
and pay higher ratesfor their care. 1n the three States studied, however, enhanced rates for HIV/AIDS,
homeless, and other services have not been adopted by the State Medicaid Program. While one State
has adopted an inpatient risk pool arrangement, the grantees did not report benefitting from this strategy.
The HIV grantees studied shared experiences reported throughout the United States. With a few

exceptions, most States continue to use rate structures generated by standard methodologies for Aid to
Families with Dependent Children (AFDC) that do not adjust for clinica case mix.

Managed care plans have been observed to provide inadequate ratesfor HIV/AIDS carein severd ways.

Some are not interested in contracting with HIV dlinica programs, such as the grantees sudied. Some
offer extremdy low subcapitation ratesto grantees. Alternatively, some contract only with providerswho
are willing to accept low payments. Severad of the grantees accepted low payments because they had
other sources of revenue, such as grants, resulting in a cost shift from Medicaid to HRSA grant dollars.
Severd HIV/AIDS grantees dso expressed concern that their patients might be treated by inexperienced
providers if the grantee were to stop contracting with the MCO. Homeless services grantees reported
decreasing patient access and increasing hospital emergency room (ER) use.

Despite some grantee effortsto gain cost recognition in payor rates, Ryan White grantees such asthe ones
vigted during this effort continue to participatein Medicaid managed care programsthat do not risk-adjust



ther rates for HIV/AIDS patients. As a result, MCOs recelve standard rates based only on public
assistance category, age, gender, and geographic service area. For Medicaid AFDC/ TANF recipients
with HIV/AIDS, thoserates arelikely to be at least $1,500 to $2,000 less than the actud cost to provide
the nationally recognized standard of HIV care. While SSl rates are dightly higher, they are il likely to
be at least $1,000 to $1,500 less than the cost of care for HIV/AIDS patients.

Homeless sarvices grantees have not utilized their FQHC status, which could give them reasonable cost
payment protections under managed care.

5.2 Inadequate Cost and Charge Setting

Fourteen of the 27 HRSA grantees whose steswe visited were found to have inadequate accounting and
cost/charge- setting procedures or cgpability, including:
$ Theabsence of any or accurate costing practicesthat would alow the grantee to determine
the cost of service provison and, thus, caculate and bill sufficient charges.

$ Reimbursement rates that do not gppear to include the cost of specidized, dlowable
services provided by the grantee.

$ Allowable costs that exceed established charges.
$ Allowable costs that exceed an externdly imposed reimbursement celling.

$ Allowable cogsthat were not included in the provider=s cost report and therefore have not
been reimbursed.

$ Four of the 15 grantees dso have cost- and charge- setting inadequiaci es the resolution of
which isdeemed outside of their control. They do have established reimbursement ratesfor
primary care services, however, thoserates do not include the cost of allowable specidized
careCand reimbursement for Medicaid-alowable services does not cover costs.

The project team was unabl e to devel op meaningful estimatesfor hospital- and university-based grantees.
Anexampleisamaternd and child hedlth subgrantee at alargemedica school that does not keep records
inaway that would dlow it to digtinguish the cost of providing M CH servicesfrom that for other outpatient
sarvices Adminigrators at the school estimatethat it receivesonly 60 percent of each dollar that it billsthe
State for MCH services. It seems reasonable to assume that the indtitution would benefit from amore
accurate accounting of the cost of providing MCH services and renegotiation with the State to ensure that
it receives full cost reimbursement for the provison of such services.

5.3 Deficient FQHC Wraparound Payments



Four of the 27 grantees dudied identified a deficiency in the States implementation of Federd
FQHC/RHC wraparound payment protections.

The problem of deficient wraparound payments was raised by granteesin dl three States in conjunction
with discussion on the implementation and operation of the Medicaid managed care programs in these
States. Where Medicaid managed care programsarein place, granteesthat have FQHC/RHC statusare
guaranteed to receive reasonable cost-based reimbursement from Medicaid/Medicare for the services
provided to their clientele. The 100-percent Federa reasonable cost reimbursement rate declinesto zero
over the next five years.

One Statees FQHC reimbursement policy, in concert with Federd law, calls for annuad declining rate
reduction cellings over the next three years. At present, one grantee receives 100- percent cost-based
reimbursement for servicesrendered to Medicaid recipients. However, the grantee expectsto lose $3 per
visit next year and an additiona $8 per visit the following year. Another FQHC islocated in a State that
limits reimbursement for FQHC adminigtrative codts to 30 percent of overdl cogts. This grantees
adminigtrative cogt has exceeded this cost ceiling by approximately $135,000 in each of the past three
years. These costs were disdlowed in part because the grantee inappropriately classfied patient care
coss as adminidrative expenses.  As a reault, the grantee lost Medicaid reimbursement, which
demonstrates that grantees more often experienced multiple reimbursement problems.

RATESAND COSTSSUMMARY

Problem/Barrier Types of Grantees | mpacted

Deficient RatesC Rates of reimbursement do not reflect All, particularly HIV/AIDS and Health Care for the Homeless
the costs of care. grantees

Inadequate Cost and Char ge SettingC Costs are not in All
line with charges.

Deficient FQHC/Rural Health Clinic Wraparound Community Health Centers, Migrant Health Centers, Health

PaymentsC Full costs not guaranteed over time. Care for the Homeless (FQHCs), and Rural Health Clinics

Findings Twenty-one of the 27 sites studied had rate/cost differential
problems.

6. BILLING SYSTEM
Twenty-three of the 27 Stes vidted experienced billing systems-related problems.

6.1 InadequateBilling



Inadequate hilling was one of the most pervasive problems encountered during the gtevidts. Itisasoone
of themost easily correctable difficulties. Seventeen sites had inadequate billing. There are many reasons,
including inadequate recordkeeping (discussed esewhere in this section), not billing for al services
provided by grantees (5 of the 27 sites sudied), improper logging in of clients, and incorrect or missing of
information in hills to third- party insurers and other inadequate accounting and recordkeeping problems
were found in 18 of the 27 Stes visted.

6.2 Lack of Billing

Fiveof the27 granteesdid not bill for servicesat dl and did not seeitsvalue. Asan example, one grantee
first became awarethat it could bill for a specific service (trangportation) during thesitevigt. Thisgrantee
was not aware that the service was included in the State Medicaid plan but carved out of the States
managed care contracts.

6.3 Inadequate Accounting and Recor dkeeping
As indicated earlier, these problems indude accounting systems insufficient to generate billing and

patient/encounter tracking and recordkeeping inadequate to document billing; 18 of the 27 grantees had
problemsin this area

BILLING SYSTEMSSUMMARY

Problem/Barrier Types of Grantees | mpacted

Inadequate BillingCBilling systems insufficient to All
generate and document thorough and accurate hilling to

third parties.
L ack of BillingC Grantee has never developed the Health Care for the Homeless, Healthy Start, Maternal
infrastructure to bill third parties at all, given no and Child Health

incentives to do so.

Inadequate Accounting and All
Recor dkeepingC Insufficient accounting and
patient/encounter tracking to generate and document
billing

Findings Twenty-three of the 27 sites studied had 40 distinct
problemsin the billing area.

1. DEFICIENT MANAGED CARE CONTRACTING

At least 18 grantees were deficient in managed care contracting. In most cases, the difficulty wasthat the
managed care organi zationswould not contract with the grantee. Thetactics used by the MCOsincluded



establishing difficult credentiaing requirements or procedures,; anever-ending did ogue betweenthe MCO
and the grantee; never being willing to discuss or offer a contract; establishing very difficult conditionsin
contract negotiations; and nonresponse to grantee inquiries. In most cases, the State Medicaid Agency
does not assist the grantees in this process. One State, however, played a very active role in contract
negotiations between the local MCOs andthe HRSA grantee. Thisfactor wasvery difficult toisolate and
quantify and is often mixed with other factorsin thisandyss.

Some participating MCOs are not interested in contracting with or paying for programs for case
management services rendered  plan enrollees. One State argued that the costs for covered case
management services areincluded in the capitation rates paid totheMCOs. The MCOsargued thet either
the services are not covered or the MCO is directly providing the service or contracting with othersto
provide the service through aAgatekeeper( ddivery system.

DEFICIENT MANAGED CARE CONTRACTING SUMMARY

Problem/Barrier Types of Grantees | mpacted
Deficient Managed Care ContractingCMCOs All HRSA grantees presently in managed care market areas and
unwilling to contract with grantees, grantees have no those targeted for managed care initiatives in the future

negotiating leverage with MCOs

Findings Eighteen of the 27 sites visited had managed care contracting
problems.

8. OVERARCHING ISSUES
Twenty of the 27 stes studied reported problems in this overarching issues factor area.
8.1 Unfavorable Policies, Regulations, and L egidation

Fifteen of the 27 Stes visited reported one or more unfavorable policy problemsimpacting ontheir third-
party reimbursement. The following represents the wide array of problems identified in this factor area

Persons who are homeless and individuas recently certified as being digible for SSDI (especidly
HIV/AIDS patients) face barriersthat are beyond patients: or the grantees: contral. Whilehomdessdinics
were established in recognition of the unique problems facing the homeless, smilar adjusments have not
been made to facilitate paying for the services provided to homeless citizens. Medicaid, Medicare, and
other insurers have not adjusted their rules or their policies to reflect the unique problemsfaced by clinics
serving populations such as persons with HIV/AIDS.



Migrants dso have dgnificant problems enrolling for and/or receiving Medicaid services The digibility
criteriaand enrollment process make it dmaost impossible for migrants or their familiesto be enrolledina
StatecssMedicaid Program. TheMigrant Hospital Demonstration Project, sarted in thelate 1970s, wasan
attempt to provide coverage to migrants and their families while they were working. Unfortunately, this
program was discontinued.

Third-party payorsare not taking into account the access problems and the higher costs of providing care
to certain specid populations, such asHIV/AIDS patients, the homeless, and thosefor whom Englishisnot
afirg language, in establishing their rates of payment.

Medi care does not recognize FQHC/RHC physician vistsand costswhen the FQHC/RHC provider sees
the patient in the hospitalCthis resultsin alack of reimbursement for these services.

HCFA recently issued regulations regtricting hospital OPD hilling status (codt-rdaed fadility fee billing
rates) to clinicsAon the hospita campusi Large hospital granteesthat haveincreased accessthrough off-
ste dinicsthus have severely limited Medicare/Medicaid reimbursement.

Late payment by Medicaid or itsMCOs (in the case of managed care) creates serious cash flow problems,
particularly for smdler grantee organizations. One State had not taken advantage of theAsx-month lock-
ind opportunity in Medicaid managed care, meaning that patients could change plans month to month,
resulting in grantee billing chaos.

Inefficient Medicad/CHIP digibility determination by States and managed care enrollment by
M COs/States can represent significant loss of third- party revenue unlessthe State dlowsretroactive billing
back to the date of patient application.

Some States have deployed Medicaid presumptive digibility (PE) for pregnant women and their children,
but not al grantees have become PE providers, nor does PE presently include other patient populations.
Newborn eigibility determination wasdso identified asaproblem. Granteebilling sysemsare not dways
sophigticated enough to pick up retroactive billing and reimbursement opportunities.

Confusion over the policy regarding Afirst or last dollar payment by Medicaid or grant is<till widespread,
particularly inthe MCH block grant program at both the State and subgranteelevels. Thiscanresultina
sgnificant cogt shift from Medicaid reimbursement to HRSA grant dollars.

8.2 Medicaid State Matching Problems

Nine of the 27 Sites visited reported problems with State Medicaid matching Strategies that negatively
impacted the grantees: third- party reimbursement.



Using Medicaid Matching FundsC Severa grantees reported that their State Hedlth
Department does not dlow them to bill Medicaid. All documentation of services is
forwarded to the Department, which in turn bills and gets reembursed by Medicaid. Itis
reported that very few of these dollars come back to thelocal hedlth department. Itistothe
Staters advantage to do the billing and retain the Medicaid matching funds. Unfortunately,
this places an unnecessary burden on theloca health departmentsand requireslocd dollars
to support State operations.  Another State has a smilar policy of using local hospital

digtrict tax funds to draw down additional Federd Medicaid dollars, but the return to the
grantee organization is not aways commensurate with the amount assessed. A third State
matches Federd dollarswith local tax dollarsto provide theloca hedth departmentswith
Areasonable costil features in its Medicaid payment policy, but only for the Federd
Medicaid share portion.

Using Stateand L ocal General FundsC Severd Statesareusing traditiond public hedth
dollarsto satidfy the matching requirements of Medicaid programsand/or the CHIP. Inone
State, loca hospital digtricts are required to provide the State Medicaid Agency with
matching funds. The problem for public hedth agenciesis that when their tax dollars are
used for matching purposes, they do not necessarily receive their share of the Medicaid
funds. Thiscan beadouble hit onlocd or even State hedlth departments. Prior to such
Ataxingd by the State Medicaid Agency, the State or local agency had control over the use
of itsgenerd funds. With the required contribution to Medicaid for matching, they not only
lose control over how the funds are to be spent, but they also do not proportionately
receive or control the Federd Medicaid money that their funds have generated.

Administrative Case Management C State and loca hedlth departments and other
HRSA granteesworking with their Medicaid Agency have an opportunity to bill Medicaid
for performing functions A. . . necessary for the proper and efficient operation of the
Medicaid State plan.f¢ Thisadminigrative case management billing enablesthem to bill for
activitiesthat assst theMedicaid Program but are not classified asdirect services Activities
covered under adminigrative case management can include asssting a non-Medicaid
recipient, outreach activities, digibility assstance, and educationd activities. Unlike direct
sarvices, the Medicaid match is limited to 50 percent unless the staff involved are hedlth
professonds, and then the match is 75 percent. Billing under adminidrative case
management isalowed under acollaborative agreement with the States Medicaid Agency.

Two States involved in this sudy were billing under the adminigtrative case management
option. One State limited billing to activities at the State leve ; local hedlth departmentsand
others are not alowed to participate in the program. The second State hasbeen dlowing
loca hedlth departments to participate sSince 1994.



While adminigtrative case management presents an excellent opportunity for both HRSA
grantees and State and loca health departments, HCFA requires a substantiad amount of
documentation prior to gpproving adminidrative case management bills. Unfortunatdy, one
State has erected many bariers that make it dmost impossible for the loca hedth

departments to benefit. Most of the requirements the State has established either are
unnecessary or go beyond HCFA:=srequirements. In addition, the State has been reluctant
to do therequired audit of each bill, effectively preventing theloca health department from
receiving any reimbursement. One loca hedlth department had outstanding adminigtrative
case management billsfrom 1994. Asaresult of technica assstance provided during the
stevisit, thetwo local health departments actually received partial payment from the State®

There is an apparent negative attitude at both the State Medicaid agencies and many
regional HCFA offices toward dlowing adminidrative case management hilling. This
position on the part of the State Medicaid agenciesis difficult to understand. Billing under
the adminigtrative case management option may not cost the State any additional dollars
and does not impact any 1915(b) or 1115 budget neutrdity celling. It should be noted that
many State and local health departments, with the assistance of their Medicaid agency and
HCFA, have been successtully billing using the adminigrative case management option.

The States studied had provided more than the required match for the MCH and Ryan
White Title 1l block grants. The amount of the overmatch would be better utilized by
matching it with Federd Medicaid dollars to expand services.

$ Overmatching Federal Grant Programs/Under matching M edicaidC Federa grant
programs sometimes require matching State dollars (e.g., MCH) or haveAmaintenance of
effortd requirementsfor the State, e.g., Ryan White Title I11. The States, in overmatching
their Federd grant requirements, are losng the benefit of leveraging Federd Medicad
dollars.

8.3 Disproportionate Share Hospitals

Severd grantees visited by the study team either are hospitals receiving disproportionate share hospitd
funding or are effiliated with such an indtitution. The tactics used by Statesto draw down Federd DSH
dollars, thedistribution to hospital swithin the State, and the resulting congressiond cutback in DSH funding
has forced the hospitals to re-examine the types of programs they are supporting and/or the extent of
support they are giving to these programs. The reduction in DSH financing has a potentid impact on all
HRSA grantee programs sponsored by DSH hospitds, including severa Hedthy Start projects,

8One loca health department was billing over $1 million annually under the administrative case management option. Dueto
inadequate data collection on its part, it will receive only $200,000 from Medicaid. A second local health department, with better
documentation, received over $350,000 from Medicaid.



HIV/AIDSclinics, Maerna and Child Hedlth programs, and homeless projects. Nine of the 27 grantees
visted inthisstudy are DSH hospitals, and thisfigure does not include grantee subcontractorsthat may be
DSH providers as well.

OVERARCHING ISSUES SUMMARY

Problem/Barrier Type of Grantees | mpacted

Unfavorable Policy, Regulations, and LegislationCA | Community Health Centers, Migrant Health Centers, Health
variety of State and Federal policies have an inadvertent Care for the Homeless, HIV/AIDS Title |11, Materna and Child

negative impact on grantee third-party reimbursement. Health subgrantees, Healthy Start
State M edicaid M atching C State matching strategies Grantees that are State and local health departments and/or
don-t aways benefit the grantee or maximize the Federal hospital districts

Medicaid drawdown of dollars for the State.

Disproportionate Share Hospital PaymentsCThis HIV/AIDs, Health Care for the Homeless, Healthy Start, and
special Medicaid payment to grantees (hospitals) hasbeen | Maternal and Child Health subgrantees that are DSH hospitals
severely cut back, threatening the grantee organization and | or that have subcontractors with DSH hospitals

its support of grantee programs.

Findings Twenty of the 27 sites studied reported problemsin this
overarching issues category.

Appendix D, Untangling DSHCA Guidefor Community Groupsto Using the Medicaid DSH Program to
Promote Accessto Care, prepared for The Access Project, a Robert Wood Johnson Foundation initiative,
presents gpproaches to maximizing access to heath care services through the use of DSH funding.

9. SUMMARY

Data collected by the project team from the 27 site visits show that for al types of HRSA grantees, there
are opportunities for additiond third-party collection. Some grantees, particularly Community Hedlth
Centers and Migrant Hedlth Centers, have been fairly successful in billing and collecting from third- party
payors. Other grantees have made little or no effort to bill or collect from third-party payors, as the
incentives, policy direction, and grantee infrastructure are inadequate.

The team identified 18 problems and barriers preventing grantees from successfully billing and collecting
third- party reembursements. Sdldom wasthere asingle problem or barrier that prevented the granteefrom
collecting rembursement. Inmost cases severa problems needed to be resolved before the grantee could
collect additiona funds from third-party payors.

The project team believes that the problems and barriers identified in this chapter are not limited to a
specific grantee or unique to the States in this study. It islikely that the kinds of barriers and problems
identified are faced by HRSA grantees throughout the country.



CHAPTER Il

INTERPRETATION OF FINDINGS

Within the seven-factor framework discussed in Chapter |, this chapter interprets the project:sfindings.
These include the 18 problems noted above, including issues of importance concerning third-party
payments. The project findings are accompanied by consderations of actions that might be taken to
enhance third-party payment. Together, they form the basis for the conclusions and recommendetions
presented in this report=s fourth and find chapter.

10. THIRD-PARTY PROVIDER DESIGNATION

Thefird factor in thisandysisis the third- party provider designation. Medicare and Medicaid classifies
its provider types in Federd statute and often designates the payment methodology for the provider
type. Examplesinclude: hospitds (DRGs for inpatient care), outpatient departments (OPD facility
rates based on a cost-related payment methodology), physicians (fee-for-service), home hedlth agency
(reasonable cost methodology), and FQHC/RHC (reasonable cost methodology). It has long been
recognized by third-party payors that the financing mechanisms drive provider behavior in the hedith
care system. For example, when HCFA put hospital inpatient care on the DRG payment system asa
cost containment device designed to reduce inpatient utilization, it kept the OPD payment method on a
cost-related basis in order to encourage more outpatient care.

The HRSA grantees third- party provider designation, then, is an extremely important determinant in
the rate of reimbursement the grantee recelves. To the extent that the grantee has provider designation
optionsin existing Federd statute/regulations or that could be proposed in payment policy, these
should be explored. A casein point isthe FQHC provider type which some HRSA grantees
(C/IMHCs and homeless grantees) automaticaly enjoy by virtue of deeming language in Federd datute.

In addition, grantees could apply for FQHC look-dike (FLA) status by demondtrating that they meet
Federal FQHC standards and can therefore also enjoy reasonable cost reimbursement. It isinteresting
to note that some of the sitesin this study had FQHC status but had not embraced this provider
designation in order to enjoy the payment benefits. Other Sites had provider/payment options which
they had not explored.

Thefindingsand consderations for thisthird-party provider designation factor are found in Exhibit 111-
1.

2. PATIENT ELIGIBILITY ISSUES



Petient digibility issues represent widdy diverse patient circumstances and congtantly changing digibility
criteriaand procedures. Itis avery basc factor in third-party reimbursement; if the patient is not
eligible and enrolled, then the grantee/provider cannot expect to be reimbursed. The complexities of
changing dligibility criteriaand procedures place sgnificant demands upon the grantees to Akeep upf
with changes. The patient population the grantee serves aso presents digibility complexities that vary
with the type of grantee. For example, aMCH grantee serving low income pregnant women and
children islikely to have a much higher proportion of Medicad digible patients than is a migrant hedlth
center or a homeless hedlth care grantee whose patient base islesslikely to be Medicaid digible. The
three problem areas addressed in this report are:

$ Not Recognizing the Eligibility WindowC This problem area represents the lost
opportunity for billing in Medicaid managed care environments for services provided to
patients between the period of Medicaid eigibility determination and managed care plan
enrollment. One ate in this udy had apolicy of paying fee-for-service for 45 days
during this trangtion period and 2 of the 9 grantee Sites vigited in this State were not
taking advantage of this opportunity.

$ I nadequate Assistance in Enrollment C This problem area encompasses the
difficulties grantees experience in assgting their patientsin digibility screening,
accumulating required documentation and moving through a sometimes arduous
process of digibility determination and enrollment with the patient and the
Medicad/CHIP/Medicare programs. Specid digibility features, such as Medicare's
Quadified Medicare Beneficiary (QMB) Program or End- Stage Rend Disease (ESRD)
patient digibility, or Medicad's outdationing of eigibility workers or Presumptive
Eligibility (PE) can often go overlooked. Linguitic and culturd senstivity are important
dimensions of this problem area.

$ Eligibility BarriersC Patient characterigtics, such asimmigrant status, homelessness,
English as a second language, etc. are often barriers to meeting Medicaid/CHIP
eigibility criteriaor procedurd requirements. Complicated and lengthy digibility
determination can inhibit patients from seeking digibility for the third-party
reimbursement programs.

Thefindings and consderaions for this digibility barriers factor are found in Exhibit 111-2.
3. COVERED SERVICES

Covered sarvices is one of the most complex of the seven factors and is rampant with terminology and
definitiona problems emanating from long standing differences between public hedth terms and



definitions and those of Medicare and Medicad as third-party payors. These terms and definitions
have changed over time and are congtantly being reinterpreted by various third-party payors, which
makes the situation even more confusing. State licensng and certification requirements add to the
confusion. The four problem areas addressed under this factor are:

$

Nonreimbur sable Staff C This problem area focuses on State certification
requirements of individud providers and/or programs; reimbursement by third- party
payorsis then restricted to those who are certified. |f grantees have not sought nor
achieved this certification, third- party reimbursement is not forthcoming.

Deficient Case M anagement Cover ageC This problem areais distinguished by its
multitude of terminology and definitiond problems. Federal Medicaid statute done has
five different uses of the term. Confusion exigts the definitions of Amedicall case
management versus Asocid services! case management, utilization control versus an
enabling service, and marketing program vary from state to state and time to time
complicate coverage of this service even further.

Services Not Reimbur sedC Some sarvices, such as tuberculoss (TB) management,
lead screening/management, behaviord hedlth, prenata services for the undocumented,
are not rembursed by third-party payors. This problem area emanates from statutory
or certification restrictions or, more often, from third-party payors distinguishing public
hedlth services from persond hedth services and, then, taking the position that public
hedlth services are not covered by third-party insurance programs.

Lack of Staff CertificationCHRSA grantee models of ddivery utilize hedth care
personnel that are often not recognized by third-party payors to function independently
(e.g., RNs) or to provide certain covered services (e.g. family practice physicians
providing obstetrical services). Grantees studied did not appear to be aware of
Medicare/Medicaid Aincident tof provisions, that could alow recognition of and
reimbursement for this type of personnd.

The overdl findings and recommendations for this covered services factor are found in Exhibit 111-3.

4.

RATESAND COSTS

The fourth factor (rates and costs) is designed to examine the problems/barriers that contribute to the
grantees inability to obtain reimbursement & arate that is commensurate with their costs. While the
problem areas discussed in this section focus on the inadequiacy of rates related to grantee codts, it
should be recognized that hedlth care cost containment palicy for the last 20 years has increasingly
moved to a competitive versus aregulatory strategy. Grantees must increasingly keep their costs
competitive in their marketplace.



There are two ways to keep costsin line with rates of reimbursementC reduce costs or raise rates.
Both of these approaches are taken into account in the following recommendations. While grantees
must engage in strategies to reduce costs, Srategies must be developed concurrently so that
reimbursement rates adequately address the grantees: patient population served and scope of services
provided.

The problem areas identified under this factor are:

$ Deficient FQHC Wrapar oundC Grantees with FQHC provider status have
historicaly had the right to reasonable cost reimbursement under Medicaid/Medicare.
The erosion of reasonable cost reimbursement for FQHCs has largely been driven by
State Medicaid managed care and waiver developments. Ultimately, Congress provided
statutory Awraparound@ payment protections for FQHCs which assured that the FQHC
would get 100 percent of its reasonable costs from a combination of MCO payment
and direct Awrgparound@ payment from Medicaid. Unfortunately, at thistime this 100
percent of reasonable costs dides downward over afive-year period at which point the
gtatutory protection sunsets. Unless a substitute FQHC payment provision is established
in Federd gsatute which keepsthe rate in line with grantee cogts, grantees will be forced
to reduce costs by reducing patient care or shifting some of the cost of care to
Medicare and Medicaid patients to grant dollars.

3. Inadequate Cost and Char ge SettingC This problem area focuses on the grantee
Stuation where charges are not established based upon grantee codts. This arises
because grantees do not have sufficient cost accounting systems to establish charges
based upon costs and/or have little or no incentive to do so given market arearates of
reimbursement. As one grantee reported, charges are set at the Medicad rate of
reimbursement because Athat=s al we are going to get anyway.{

4, Deficient RatesC This problem areais distinguished by the fact that grantees do not
adways optimize their rates of rembursement through an anayss of thar third-party
payor patient base, the payment options afforded them, and the cost of establishing
and maintaining the infrastructure to support the option. A casein point, isalarge
hospitd that is a home ess grantee with avery smdl percentage of Medicaid patients
digible/enrolled and who has an option of retaining billing as an OPD or moving to
billing asaFQHC. If the FQHC rateis higher than the OPD rate but the volume of
patientsislow and the infragtructure cogts for the shift are sgnificant, then maybeit is
not worth shifting to FQHC because the net overdl gain may not be worth it.

The overdl findings and recommendations for this rates/cogts factor are found in Exhibit 111-4.



S. BILLING SYSTEMS

Thisfactor represents the difficulties grantees are having with the overal billing, collection, and
accounting systems. Recommendations are clustered for al of the three problem areas due to the
interrdlatedness of the problems and the smilarity of the consderations, thereby reducing repetition.
The three problem areas addressed in this section of the report are:

$

I nadequate BillingC This problem area was frequently found (17 of the 21 sites had
findings) across dl types of HRSA grantees and represents an Aintent to bill@ on the part
of the grantee, but alack of sufficient infrastructure (internd staffing, sandards and
systems) to efficiently and effectively hill and collect from third- partiesin avery complex
and ever-changing third- party reimbursement system. A metaphor worth presenting
here is that many grantees have a sophisticated but different primitive AK ool- Aid
gand( type of hilling sysem in athird-party reimbursement system that requires
minmaly aAMcDonald-s{ type of operation, or they have aADomino's Pizzal system
within aAMcDonald-s type of third-party reimbursement marketplace. In ether of
these cases, the adequiacy of the billing system is not congruent with third-party payors
standards and expectationsCand they are the ones who Awrite the checks for payment
of services(

Lack of BillingCLack of hilling occurs when the grantee lacks the incentive to hill
given the hilling related barriers they face (see Provider Designation, Covered Services,
and Unfavorable Policy, Regulations, and Legidation sections of this report for further
information) or gven alack of congruency with percelved grantee mission, lack of
direction/expectations on the part of the funding source, and /or lack of knowledge/skills
to develop and maintain a sufficient billing infrastructure. Five of the 27 grantees were
found to be in this pogtion.

I nadequate Accounting and Recor dkeepingC Adequate and sophi sticated
accounting and record keeping are an essentia foundation for any grantee/provider to
maintain a billing and callections system which maximizes third-party reimbursement.
Grantees do not often understand the principles and requisite accounting, data
collection, and record keeping systems that must vaidate, support, control, and
document a billing and collection system. Higtorica dependency on grant funding has
resulted in accounting and recordkeeping that meets the needs of accountability for
grant funding but not for third-party billing and collections. Some grantees have not
made this trangtion. Eighteen of the 27 grantees in this study had shortcomingsin this
problem area.



The overdl findings and recommendetions for this billing systemsfactor are found in Exhibit 111-5.
6. MANAGED CARE

While the scope of this project did not include awide scale analyss of the impact of dl of the
dimensions of managed care developments on grantees, it did include an assessment of managed care
impact on grantee third-party reimbursement. The result of these findings focused on the inadequacy of
managed care contracting with its implications for grantee third-party reimbursement.

Without the foundation of strong and well- negotiated managed care contract language regarding
grantee patient enrollment, covered services, and rembursement, the grantee is virtualy powerlessin
protecting their patient base. They are therefore, unable to argue for their servicesto be covered, and
are unable to establish a base for the reasonableness of their rate of reimbursement. This becomes
extremely difficult for grantees who serve a high proportion of patients for whom the cost of careis
greater given the nature of their hedlth care and socid service related needs (e.g. HIV/AIDS,
homeless, etc.). The problem isthen compounded if the grantee has not done any planning, has
limited managed care knowledge, and has no negotiating leverage with MCOs/third- party payors,
rendering them in the least likely position to negotiate better managed care contracts.

The overdl findings and recommendations for the managed care impact factor are found in
Exhibit 111-6.

1. OVERARCHING ISSUES

Asidentified earlier in thisreport, this factor was added to the andys's asthese issues, identified in Ste
vigits, did not Afit) uniquely within any if the six factors of the andyss but rather were overarching
issues that crossed or were Aoverarchingl the six factors of the andysis. Thethree types of problems
addressed in this Aoverarching issues section of the andyss are:

7. Unfavorable policy, regulation, and legidation
8. Medicaid State matching issues
0. DSH reimbursement problems

These are discussed below.

$ Unfavorable Palicy, Regulation, and L egidationCThis problem area was identified
as one in which Federd/State reimbursement policy, as articulated in Federd/State
legidation, HCFA, and/or State regulation or policies and procedures, had an
inadvertent negative impact on grantees: ability to secure or maximize
Medicare/Medicaid/S-CHIP reimbursement. Sometimes this was an outgrowth of



unintended consequences of existing policy, lack of clear policy Statements, inadequate
policy development (given the redity of State and local political/marketplace forces), or
the absence of policy statements atogether

Medicaid State M atching | ssuesC Federal statute and regulations have dways
alowed states to match Medicaid Federa dollars, 50/50 for administrative costs and a
service match individualy determined for each state (federd share is greater than 50
percent. Thereisagreat ded of flexibility for Statesin their matching arrangements
under basic Federd standards. While some States have creatively used matching
arrangements to expand access to services, others have missed opportunities or chosen
not to take advantage of opportunities due to local considerations.

Some States provide matching funds over and above the required Federa
match/maintenance of effort for State block grants (eg. MCH, Ryan White) instead of
taking the opportunity to use the amount of the Aover matchi for the Federal Medicaid
Adraw down( and Medicaid service expanson. Two of the States studied in this project
had developed strategies whereby locd tax dollars, ether through local hedth
departments or hospitd districts, were used as loca Medicaid matching dollarsto
Adraw down( their Federd match. In addition, it gppeared that dl of the Medicad
State and federd dollars were being not fully utilized, once Adrawn down, @ for increased
Medicaid services to patients or increased reimbursement to grantees for servicesto
Medicad patients.

Disproportionate Share Hospital Reimbur sement ProblemsC Medicaid/Medicare
DSH reimbursement was devel oped pursuant to the Omnibus Reconciliation Act of
1981, which isintended to support hospitals serving large numbers of Medicaid
beneficiaries and uninsured/underinsured individuas, with funds/rembursement to cover
the costs of otherwise uncompensated care. State policy determines which hospitals
within a State qualify as DSH hospita's under minima Federd standards. Federd
Medicaid match is available to the state at the Staters service matich rate. It is estimated
that the Federd government, done, will pay out $9.2 billion in DSH payments for
FiscaYear 2000. The 1997 Badanced Budget Act placed a number of restrictions on
the DSH Program, such as capping the amount of DSH payments a State and an
individua hospital could receive. However, the DSH program remains enormoudy
flexible, as States are not told how much to spend on DSH or how to distribute funds
among the Statecs hospitals. The law smply requires that States Atake into account the
Stuation of hospitals which serve a disproportionate number of low income patients with
special needs) by making Aadditionall Medicaid payments to those facilities. A third of
the HRSA grantee organizationsin this sudy are DSH hospitals.



The findings and consderations for this overarching issues factor are found in Exhibit 111-7.
CHAPTER IV

CONCLUSIONS AND RECOMMENDATIONS

The previous chapter presented a seven-factor interpretation of third-party reimbursement findings thet
included consderations specific to thosefindings. Inthefirst section below, general conclusionsaregiven.

In the second section, the consderations are reconfigured and categorized as recommendations. In the
third section, suggestions are offered for operationdizing the recommendations.

$ CONCLUSIONS

A mgor conclusion of thisproject isthat to acong derable extent, HRSA grantee organizations absorb the
cods of providing hedth care services to poor people rather than being reimbursed by third-party
entitlement programs such asMedicareand Medicaid. In effect, hedlth care costsfor the covered patients
are being shifted from entitlement programsto HRSA grants. Moreover, dthough Federd palicy initidives
have attempted to clarify which government entities under which circumstances should pay Athefirst and
last dallar,i the project team found considerable confusion within HRSA and among the three States and
the 27 grantee organizations included in this assessment in regard to first dollar/last dollar respongihility.

Asan example, the project team found that thisAcogt shiftingd phenomenonisfostered at the Federd level

by the statutory language that patients with Socid Security Disgbility Insurance (SSDI) status must

undergo a two-year waiting period to attain Medicare digibility (except for those with end-stage rend

disease). Thus, some other sourceisrequired to support the cost of their hedth careintheinterim. Inthe
case of uninsured HIV/AIDS patients, for example, health services are subsidized by Ryan White grant
dollarsfor atwo-year period rather than reimbursed by M edicareCeven though the patients have a ready
been determined to be disabled by the Socia Security Adminigtration and are recaiving SDI monthly

income assi stance checks.

At the State leve, the team noted that cost shifting occursin variousways. The State governmentstend to
view HRSA grantees such as FQHCs and RHCs as manifestations of Federa programsand requirements
for which States should not haveto take primary responsibility for cost. The States are therefore resistant
to paying for care provided to their Medicaid patients by FQHCs and RHCs in accordance with
reasonable cost reimbursement. Further, the States approach to Medicaid Disproportionate Share
Hospita paymentsisto maximizethe Federd DSH drawdown without assuming concurrent respongbility
for ensuring that patient care is maximized with DSH dollars.



To counter this cost-shifting tendency, a DHHS darification and dissemination of a Alast dollar@) policy
would be needed. Such aFedera policy statement would be strengthened by HRSA:s devel opment and
execution of a dtrategy for its grantees to enhance third-party reimbursement. This would entail using
something like the Atotal budgetd concept that the Bureau of Primary Hedlth Care employs to determine
levelsof grant funding to CMHCs. In this gpproach, grantees devel op expense budgets and then project
the third-party revenue that will be applied to these expenses. Theleve of BPHC grant funding isthen
determined by reviewing the expense budgets (including the projected third- party revenue) and gpplying
BPHC funding criteria. The BPHC funding procedure underscoresthe notion of third- party rembursament
as Afirg dollarf) in the CMHC grant program budgeting processin away that may well represent aviable
model for HRSA grant programs as awhole.

Much confusion and many difficultieswerefound to result from terminol ogicd differencesinthe hedth care
arena. Public Hedth Service language is not necessarily congruent with Medicare/Medicad third-party
reimbursement nomenclature. For example, are MCH Ahome visting servicesi redly the same thing as
Medicaid Acase management servicesi? Definitiond differences between HRSA and HCFA concerning
covered services, especialy in regard to case management services, currently cause considerable third-
party reimbursement to belost to HRSA grantees. Contracting issues between State Medicaid programs
and managed care plans have further complicated matters, because these two entities use the sameterms
to expressdifferent concepts.  Hence, Medicaid might define case management as afacilitating or Adoor
openingl service, whereas a managed care organization might define case management as a utilization
control or aAdoor closngl function. Statesgenerate additiond terminologica problemsby adopting local
marketing jargon, such as in Pennsylvania-s Hedlthy Beginnings and Healthy Beginnings Plus programs,
which may change from time to time, from one adminigtration to another, or from one stage of Medicad
managed care to ancther. This phenomenon causes cong derable confusion for patients and community
providers, and in Pennsylvaniaand Texasiit has even led to lawsuits seeking clarification of coverage.

The project team a so concluded that Significant barriersto enhancing HRSA grantee third- party payment
liein the variaion and complexity of State Medicaid and CHIP programs. Reevant factors include:

$ Variationsamong Statesin policy and budgetary dynamics driven by differencesin State
executive and legidative parameters

$ Vaiation from State to Statein matching Federd dollarsin Medicaid, which may reflect a
greater concern with State cost containment than with the provision of more hedth careto
more persons

$ Differencesin State Medicad/CHIP plans and stage of CHIP implementetion, digibility
criteria and requirements, and covered services, payment provisons, and procedura
requirements



Differences in State Aamount, scope and duration policy requirements alowed under
Federa statute and executed differently State by State

Differences in State managed care developments and stages of execution, which have
varying impacts on HRSA grantees

Therefore, HRSA grantee strategies and solutions need to effectively address State- specific hedth care
environments and dynamics.

The project team reached a number of conclusons in regard to how the HRSA grantees arefaringina
rapidly changing hedth finance environment:

$

FQHC/RHC wraparound payments to cost set forth in the Federa statute presently
protect FQHC/RHC payments, but the future is unclear; State-based implementation of
Federal protections has been contentious and hasresulted in some grantees experiencing
shortfdlsin spite of Federa statutory protections.

DSH payments are being grestly reduced, diminishing DSH provider entities: capacity to
provide careto uninsured patients. HRSA grant programsand granteesinthemain do not
understand DSH payment policies or know how to navigate strategically to secure the
benefits of these payments for their patients.

For the most part, HRSA granteesCFQHCs and hospitals exceptedCdo not view third-

party reimbursement as a priority and do not indicate that they have a clear sense of

direction from HRSA on the value of securing third- party reimbursement for services. This
lack of a sense of high priority and direction has in some cases resulted in little or no
billing, accounting, and recordkeeping infrastructure.

A lack of understanding of managed care contracting represents the mgjor Medicaid
managed care difficulty for HRSA grantees. Some smply do not understand the
implications and parameters of amanaged care environment, and grantee impactsinclude
being unable to contract with managed care plans in the face of plan resstance and
grantee lack of leverage in contract negotiations.

Grantee hilling systems vary widdly in degree of sophidtication and adequacy, yet third-
party payor sysems have becomeincreasingly complicated and diversfied, especidly with
Medicaid managed care developments.  Grantees thus have difficulty in responding to
third-party payor requirementsin an efficient and effective manner without meking amgjor
investment in billing infrastructure designed to ded with third- party reimbursement. In



addition, Medicaid Presumptive Eligibility opportunities are not being fully utilized by dl
grantees.

$ Third-party payors, in setting payment rates, do not commonly take into account the
greater cogts entailed in providing care to the vulnerable populations served by HRSA
grantee organizationsin terms of either patient mix or service mix, nor do they utilize such
appropriate health financing mechanisms as risk adjustment to accommodate patient and
service mix.

Finally, onthebasisof their broad experience, the project team concluded that the circumstancesinwhich
the HRSA granteesfind themselves and the barriers thet they face are hardly restricted to the three States
included in the assessment. Rather, the nature and extent of the problems encountered may be readily
found dl around the country. Therefore, indl 50 States, skill and flexibility will be essentid for developing
Srategies and executing solutions that will achieve success in enhancing third-party reimbursement for all
HRSA granteesCand thus make scarce grant dollars available to serve a greater number of vulnerable
uninsured and underinsured persons throughout the nation.

2. CATEGORIZATION OF RECOMMENDATIONS

The recommendations fdl into three mgor categories. training and technica assstance, State-based
drategies, and policy consderations. Within these categories, recommendations are delineated according
to the type of activity entailed.

2.1  Traning and Technicd Assgance

Training and technica assstance are designed to enhance the knowledge and skills of the grantee, resulting
inincreased capacity and infrastructure a thelocd level. Training and TA efforts may aso be beneficid at
the State and Federa levels, depending on the subject matter.

211 Traning

Video training will be useful for generic topics and information sharing are but is of limited utility for
specific applications of topicd materiasand in building the skillsof grantees. It will be necessary to assess
the feasibility and cogt effectiveness of developing and using video training. Factors to be considered
include the expense of production and the ability of grantees to learn through thismedium. Potentid uses
for videos will beto:

11. Provideingtruction on the meritsand basics of the FQHC/RHC, OPD, and DSH payment
methodol ogies and Medicaid/Medicare rembursement



12.

13.

14.

15.

Demondrate how to maximize reimbursement though the use of the window of time
between Medicaid digibility determination and managed care enrollment, including
operationa mechanisms for implementation; identification of grantee needs and level of
interest for effective video digtribution

Record State training sessons on digibility requirements and technical assstance efforts
for subsequent distribution to grantees for the training of staff not attending the sessions,
new hires, and volunteers

Present case management coverage considerations, including certification

Address the merits of generic billing, covering HRSA expectations, and implementation
consderations

National-level training will be rdatively inexpensive to ddiver but expensive for grantees to atend,
therefore it should be conducted in collaboration with grantee nationa association-related meetings and
conferenceswhichthey regularly attend. In nationda-leve training, topicsshould be generic, The usefulness
of thiskind of training for grantee skill building will belimited becausenationa meeting audiencesarelarge
and diverse. Potential uses for nationa-leve training will be to:

6.

Increase grantee awareness of the Medicaid digibility/managed care enrollment window
and the operationa mechanismstoimplement thisinterndly; identify granteesrequiring this
training to target training audiences and needs.

Develop a ndtiond training curriculum on case management coverage condderations
(including certification), Federal Medicaid requirements, and State options to increase
grantees knowledge of this opportunity and to simulate them to take locdl action in this
regard.

Train the staffs of State Medicaid programs and hedlth departmentsin the creative use of
Medicaid case management optionsand 1915(c) waiversaswel asinform themregarding
case management definitiona issuesand therolethat HRSA granteesplay intheprovison
of hedlth care services.

Explore the formation of collaborative arangements with nationd associations
representing the insurance industry and hedth plans with Medicaid and/or Medicare
contracts to provide training to Medicare fiscal intermediary personnel, State Medicad
agencies, and Medicaid- contracted M COsthat focuses on covered services, rate setting,
and the rembursement related opportunitiesthese offer for HRSA grantees. Theimpact of



10.

11.

thistraining will be greetly enhanced if HRSA and HCFA successfully negotiate payment
policy protections for HRSA grantees.

Conduct workshops at national association conferences to educate grantees about State
initigives in third-party managed care, the implications that these initiatives hold for
HRSA, and HRSA:-s expectations of granteesin thisregard.

Inform grantees at nationa association meetings about the merits of third- party billing and
related HRSA palicies.

Sate-level training will be an epecidly effective method for providing training to grantees in
Medicaid/Medicare third- party reimbursement and State managed careinitiatives, becauseit can speak to
the uniquefeatures of each State, it addresses more specific topics, and involvessmaller grantee groupsto
enable them to build their skills. The training can be conducted in collaboration with State associations
representing theinterests of granteestogether with State Medicaid agenciesand State hedlth departments.
These interactions can have a synergigtic effect on the development of State- based Strategies (discussed
later in this chapter). Potentid usesfor State-leve training will be to:

24,

25.

26.

27.

Work collaboratively with statewide associations representing the interests of grantees,
State Medicaid agencies, and State hedlth departmentsto develop and deliver training in
Medicare, Medicaid, and CHIP digibility, documentation and enrollment; Medicad
presumptive digibility; and QMB and SLMB requirements. Thetraining should be based
on acurriculum that will be culturdly and linguigticaly competent and will foster program
models gppropriate for specia populations.

Train granteesin Medicaid mandatory and optiona case management coverage, indviduel
State case management coverage and certification requirements, and methodsfor meeting
the requirements in order to achieve reimbursement for case management services.

Provide training to the gtaffs of loca and State hedlth departments in the coverage of
traditiond public hedth services (such as TB and lead screening and management) by
Medicaid based upon HRSA/HCFA collaborative clarification of these coverageissues.
Use a curriculum that aso dedls with managed care considerations, and identify local
health department grantees experiencing these coverage problemsin order to target them
for thistraining at the State level or possibly to Acluster() them for regiond training.

Identify the nature and extent of grantees: losses of revenuedue to nonreimbursable staff
sarvices and render statewide training to resolve this problem through implementation of
such measures as dl-inclusve rate setting and ddlineation of Aincident tof saff functions.



2.2

28.

29.

30.

31.

32.

Continue and enhance the training provided by the HRSA Center for Managed Care by
targeting the types of training curriculaand types of grantees based upon the State/market
areas sage of mandatory Medicaid managed care development (such as 1915 or 1115
waivers, no-risk/PCCM versus risk-based contracting, and the presence or absence of
experienced MCOs) to asss granteesin planning and positioning for managed care. Use
curriculathat focus on grantee positioning in amanaged care environment and acquiring
contract/rate-setting negotiating skills, provide training early in the managed care
development process to ensure that grantees acquire and utilize the necessary skills and
positioning strategies early enough to achieve the desired outcomes.

In collaboration with State associations representing the interests of grantees, provide
satewidetraining to targeted granteesin current presumptive digibility procedureswithin
the respective States as wdl asin any new presumptive eigibility policies emerging from
the HRSA/HCFA collaboration recommended above.

Ddiver more hilling-specific training to grantees on a State-by- State basis (in light of the
differencesin State- based third- party reimbursement festures) in collaboration with State
associ ations representing grantee interests and State hed th departmentsto ensurethat the
training isrdevant in terms of grantee billing capacity.

Devdop hilling training for the Agenericll grantee, then develop it in separate sectionsto
address the specific issues that may be applicable to each of the dfferent types of
grantees. Provide State-specific policy and procedures information in the overal
curriculum and include the following topics medicd records documentation, digibility
tracking, encounter/charge form collection and control, coding structures,

relationship between the record and billing, encounter tracking and reporting, obtaining
provider billing status, acquiring abilling system, setting up billing capacity, how to s&ff the
billing department, monitoring billing productivity, data needed in order to bill, how to
track billing information, retroactive billing, accounts receivable management, Medicad
and Medicare hilling, QVIBs and SLMBs, how to evauate hilling services, how to
manage the billing service utilized, and how to evaduate billing services versus doing your
own hilling.

Provide billing training to dl grantees that are not performing proper hilling, do not have
automated billing systems, are not billing third partiesa dl, are new to billing third parties,
or need to improve their billing effectiveness.

Technicd Assgance



TA for the individud grantee or smdl clusters of grantees should be targeted in consderation of
cost-effectiveness; this TA can be best used to enhance grantee skill building and problem solving.
Potential usesfor TA should beto:

0.

10.

11.

12.

13.

14.

15.

Assg granteesin achieving optimd third-party provider status given their options.

Asan outgrowth of the case management State-based strategy (described below), target
for TA granteesthat need individud technical assstanceto position themselves better to
havetheir case management services reimbursed and those having the most difficulty with
implementation.

In collaboration with the HRSA:s Center for Managed Care, assist granteesin developing
and executing planning and positioning drategies for an effective trangtion to managed
care, target TA to contract negotiations with MCQOs to ensure that contract language
reflects the interests of the grantees and HRSA.

Identify grantees without any managed care positioning or contracting activities in States
with active managed care programs and target these grantees for individua TA toinform
them about theimplications of managed care and the merits of developing aloca planning
and pogtioning drategy designed to assst grantees in the trangtion to managed care.
Develop alocd plan and agrategy for building skills to execute this plan.

Provide individua TA as an outgrowth of the heightened interest generated by hilling
training and identified grantee needs. Thesegranteeswill requiretheir own specific (andto
them, critical) problemsto be addressed in avery individudized manner; problemsin data
flow and system configuration and operations can best be addressed by on-ste TA to
rapidly resolve such difficulties

Ensure the avalability of TA for grantees who need assgance in implementing
opportunities that emerge for Asx-month lock-in@ presumptive digibility, newborn
digibility identification, and sreamlined digibility determination aswell asfor granteesthat
are upgrading their billing systems to accommodeate retroactive billing.

Provide TA to HHS Regiond Officesin policy darification if HHSYHRSA/HCFA adopts
adarificaion of the Afirst dollar/last dollar@ policy.

TA in support of the development of State-based strategies will include provison of information,
options, congderations, and facilitation in the development and execution of State-based strategies.
Potentid useswill beto:



Provide TA under a State-based strategy to identify and andyze procedura barriersfor
specific populationswithin a State, then devel op and execute atargeted collective Strategy
designed to remove these barriers

Target TA to thegranteesidentified in the case management State- based strategy initidtive
that are having the most difficulty in achieving the desired outcomes in the context of
sarvices ddivery and/or hilling

Target TA to grantees having difficulty in executing strategiesto secure payment for work
of presently nonreimbursable saff

Provide TA to grantees to help them to more effectively develop, andyze, and
demondtrate their coststo third-party payersto achieve better recognition of costsinrate
negotiations

Render TA to grantees in andyzing shared service arrangements and service expansion
drategies that will result in maximizing their third- party reimbursement by spreading their
overhead costs while meeting patient needs

2.3  State-Based Strategies

State- based Strategiesreflect the uniqueness of each Staters environment, considering the nature and extent
of the problem being addressed, whether the problem can be resolved at the State leve, the level of

knowledge and sophitication of the Staters grantees, the viability of collective action, and theinfragtructure
within the State to support the effort. TA for a State-based strategy is essentia to address the
aforementioned and to facilitate the best outcomes:

$

State-based collective action to build and advance arguments for congruency of State
licensng and HRSA grantee access delivery modds. This may receive HRSA/HCFA
support and may lead to State legidative action; identify grantees with these problemsin
order to target efforts.

Develop a collaborative State-based drategy that identifies and articulates the best
arguments for the State to fully adopt digibility enhancements, such as outdtationed
workers, presumptivedigibility, QMB, and SLMB; review and integrate into thisstrategy
BPHC:s experience with State outstationing demondrations and Americorps volunteer
program priorities. HRSA/HCFA support may be necessary to achieve postive
outcomes.



Pursue Medicaid adminigtrative case management matching to enhance resources for
eligibility assgtance activities.

Identify and analyze State-based procedurd eigibility barriers for specific populations
within a State and devel op and execute atargeted collective strategy designed to address
and remove these barriers. This might be done on a pilot or demongtration basiswithin a
few States to determine the best approaches.

Develop a State-based drategy designed to determine case management coverage,

certification, and reimbursement requirements and train grantees to achieve maximum

reimbursement for case management. Identify each ingtance of the Statessimplementation
of Federd requirements and State options for case management and determine grantee
participation and level of rembursement in order to monitor State/grantee devel opments
and outcomes.

Grantees should collaboratively develop case management services definitions and
sarvices ddivery modd s congruent with State M edicaid- covered services definitionsand
develop the capacity to maximize reimbursement potentia. They should initiate a
mechanism for feedback to HRSA on State devel opments and outcomesto better inform
HRSA inits Federd policy collaborations with HCFA, to develop a nationd consensus
definition of case management sarvices, and to assst HRSA in daifying case
management definitions congruent with Medicaid coverage.

HRSA should include as a pat of the case management grantee identification
recommended above each of the Staters chosen Medicaid targeted case management
coverage optionsand 1915(c) home and community- based serviceswaiversand thosethe
State has not chosen. Oncethis information istransmitted to grantees, they should assess
with patient advocacy groups the need for and the impact of the loss of case
management/waiver coverage and formulate argumentsfor their State Medicaid program
to maximize case management coverage potentia through clarification of definitions,
targeted case management, 1915(c) waivers, and other Medicaid-covered services
options.

HRSA should consider initiatives designed to simulate grantee networking and shared
sarvices arrangements at the State and local levels. State-based Strategies may then
emerge and be developed and supported through State and locd training and TA.

Given the tensonsthat often emerge in State/local interaction concerning Medicaid loca
matching dollars and didribution of Federa maiching dollars, identify State Abest



practices) that create congruent incentivesfor State and locdl entities and sharethese best
practices across the country.

Continue and enhance HRSA- supported activities such as BPHC:s Integrated Service
Deivery Network initiative for al grantees so asto buttress the positions of granteesina
managed care environment. Often these State-based strategies require HRSA/HCFA
support, State legidative action, and/or maximum support of State hedth departments.

A State-based strategy could be developed in States without such provisions whereby
grantees, collectively and in collaboration with the State heal th department, demondtrate to
the State Medicaid agency the merits of ASx-month lock-ind provisons in Medicaid
managed care, presumptive digibility, resolution of newborn digibility determination, and
drategies for sreamlining digibility determination.

24  Pdlicy Condderdions

Recommendations on policy condderationsare found to be occasondly internd to HRSA and sometimes
interactively between HRSA and State hedlth departments.  More often, given the nature of third-party
reimbursement, they require collaboration between HRSA and HCFA and may require legidation:

$

HRSA might encourage HCFA, inits 1915/1115 waiver gpprovals, to require Statesto
esablish a minimum number of days between Medicaid digibility determination and
managed care enrollment. Thisshould bearesult of HRSA:=sidentifying granteesin States
where thisis and is not being done in order to target these policy efforts to reduce the
access barrier for patients and to enhance grantee reimbursement.

HRSA, in collaboration with HCFA, should develop recommendations to the HHS
Secretary and Congress for removing Medicare/Medicad/CHIP digibility barriers for
targeted specid populations such as the disabled, the homeless, non-Englisht speaking
resdents, AIDSHIV patients, and high-risk pregnant women and their children.

While HRSA grantees, either individualy or collectively, might seek congruency of
MedicadHRSA case management definitions of services a the State leve, as
recommended above, it might be more cost effective and have greater impact for HRSA
to initiate a Across-bureal) initigtive to define case management services consstently
throughout HRSA and congruent with Medicaid service coverage. This should be
negotiated with HCFA to ensure that State Medicaid agencies are responsive to
revised/clarified case management definitional and coverage issues. State-based case
management drategies might then evolve from this Federd initiative. Additiondly,
HRSA/HCFA case management policy collaborations should include enhancing State



case management options, ensuring State compliance with the Federal Medicaid statute,
and consensus on maximizing HRSA grantee patient case management coverage and
provider/grantee reimbursement.

HRSA should approach HCFA to establish acollaborative Strategy to dert Statesto the
benefits of Medicaid 1915(c) case management options and to the Statersresponsibility
for case management under Federd dtatute. Training for State Medicaid directors and
gaff could be an outgrowth of thiseffort. Policy consderation could be given toAspecid
datusi for HRSA grantees case management services, with HCFA encouraging or
requiring Statesto reimburse for case management services provided by HRSA grantees.

HRSA should congider developing ataxonomy of traditiona public hedth and persond
hedlth services provided by locd hedth departments and working with HCFA to darify
and maximize coverage of these services by Medicare/Medicaid/ CHIP. The results
should be communicated to Medicareintermediaries and State M edicaid/CHIP programs
aswell asto State and local hedlth departments and should form the basis for the State
training curriculum recommended above.

HRSA and its Bureaus could congder requesting (or requiring) grant gpplicantsto provide
a third-party Abillability/covered servicesi andysis as a part of the judification for a
proposed daffing patern.  This is recommended in the same context as the
HRSA-initiated (Hedthy Start and ORH) Asugtainability@ plans, the difference is thet it
would be done beforehand in the grant application, rather than after the grantee program
has been operationd for severd years.

HRSA might negotiate with HCFA to develop uniqueAincident tof provisonsfor HRSA
grantees that would maximize reimbursement potentia under Medicarel Medicad/CHIP
for the services of gaff that are presently nonreimbursable.

HRSA should negotiate with HCFA for payment protection policies for its grantees
(especialy FQHCsand RHCs, which have statutory Awraparound( language) that would
take into account reasonable cost/risk adjustment considerations in Medicare/Medicad
rate setting.

HRSA could seek enhanced roles and responsibilities with regard to HHS authority to
review, gpprove, and set conditions in State approvals of 1915 and 1115 waivers. For
example, HRSA could share review and concurrence authority with HCFA ontheterms
and conditions of Statewaivers, managed care contracting language, and establishment of
access dandards.  This might mean that HRSA could negotiste some minimum
requirement for contracting between plans and grantees, including defining the nature and



extent of the contracting relationship, to establish minimum access sandards that reflect
HRSA:slongstanding experience with access problems. HHS Secretarid approva would
likely be needed to establish these shared respongbilities between HRSA and HCFA.

HRSA should clearly establish its policy expectations with its grantees with regard to
third-party hilling, the grants management infrastructure needed to execute the third- party
reimbursement policy, and the systems needed to reassess the ongoing effectiveness of the

policy.

HRSA might consider negatiating the following with HCFA:

$

A reasonable-cost payment methodology and/or risk-adjusted payment
methodology under Medicaid/Medicare for HRSA grantees.

A Acarve-out() of specid populations, suchasHIV/AIDSand HCH patients, from
mandatory Medicaid managed care arrangements.

Claification tha FQHC physician vidts to hospitaized patients are covered
FQHC sarvices and therefore billable under Medicaid and Medicare.

Collaborative determination of the viability of gpproaching Congress to
legidatively drop the two-year waiting period for HIV/AIDS patients, as was
done for end dage rend didyss patients, or determination of the viability of
dropping the two-year waiting period atogether for al disabled beneficiaries.

Seeking exemption for its hospitd grantees from HCFA:s recent regulations
rediricting clinics that can bill as OPDs.

Adoption of dl HRSA grantees as Presumptive Eligibility providers,
encouragement of al States to adopt Presumptive Eligibility options, and
expanson of Medicaid presumptive digibility to a broader patient base than
pregnant women and their children, that is, to include targeted Specia populations
such as homedess and HIV/AIDS patientsCwhich might require legdative
authority.

Increased monitoring by HCFA of State requirementsto maketimely paymentsto
providers.



C Increased encouragement (and possibly a requirement, which might require
legidative action) of Statesto adopt the six-month lock-in provison in Medicaid
mandatory managed careinitiatives.

Determining the Abest practicesi of States in solving the newborn digibility
determination problem and sharing these solutions with States that are il
experiencing difficulty in this regard.

C Claification of and communication with and monitoring of States regarding the
HHS policy on Afirst dollar/last dollar(; this appears to be clear in the case of
CHCsand MHCs and assured in the BPHC Atotal budget( approach and funding
methodology and in the case of Ryan White Titlell and ADAP (but not Titlell1)
funding, according to the November 25, 1998, memorandum of the HCFA
Director of Medicaid to State Medicaid Directors. A copy of thismemorandum s
presented in Appendix D. Other HRSA grant progransCMCH, HS, HCH,
ORHCappear to be slent on this issue, resulting in the need for HHS policy
development (or clarification) in this regard.

C Exploring expanson of Medicaid Presumptive Eligibility opportunitiesfor HRSA
grantees and their patients under existing Presumptive Eligibility authority and, if
necessary, through enhanced legidative authority.

C Heping State Medicaid programs experiencing newborn enrollment digibility
determination problems to resolve them by identifying and promoting State best
practices in this regard.

3. OPERATIONALIZATION OF RECOMMENDATIONS

The following suggestions are offered as potentidly useful ways to operationdize the recommendations
presented above:

$

HRSA should consder developing anationd training center to housedl of thethird-party
relmbursement training and TA activities that will be implemented. Such a center could
gather and maintain thetalent and information necessary for conducting an endeavor of this
magnitude.

HRSA should develop someAin-housel capacity regarding third- party reimbursement thet
would have the respongbility of third-party issue identification and policy andyss and
recommendations, HCFA liaison activity, support for Bureaus and grantees, research and



development (e.g. risk-adjusted payment), and providing priorities and direction for the
training center.

Videos and video conferencing should be developed for training, to the extent that they
are cost effective and the technology is accessible for the grantees.

The development and implementation of the training, TA, and State-based strategies
should be carried out collaboratively with the nationd and Statewide associations
representing HRSA grantees (such as the Nationa Association of Community Heath
Centers, the Association of Materna and Child Health Programs, the Nationa Council for
the Homeless, and the many State primary care and rurd health associations) aswell as
with State health departments and State Medicaid agencies, as appropriate.

Given the nature of much of the recommended training and TA, consideration should
aways be given to providing assstance through State- based ddlivery models, especidly
snce State Medicaid and CHIP programs can vary widely and have a sgnificant
third-party impact on HRSA grantees.

In light of the generdly well-developed organizationd structures and functions of State
primary care associations and State rurd hedth associations, HRSA should give
congderation to the potentia usefulness for these State primary care associations to
represent all HRSA granteesor for HRSA granteesto form State associations by grantee
type and then coaesce, as associations, around common issues. Factors that should be
weighed are codt-effectiveness, infradructure viability, drategic advantages, and
comparison with other optionsfor the collaborative, concerted action that will berequired
a the State leve.

HRSA should initiate an assessment of the nature and extent of HCFA=swillingnessto
collaborate in the training and TA, State-based strategies, and policy development
activities recommended in this report. In fact, HCFA collaboration may very wel be
essentid for the successful achievement of many of the recommendations.

HRSA should seek to clarify the HHS policy regarding Afirst dollar/last dollard
responghbility between HRSA:s grant programs and HCFA:s entitlement programsin
order to maximize the use of HRSA grant dollars for uninsured patients and services not
covered by third-party rembursement, as gppears to have been the origina intent of
congressond legidation and HHS policy. This HHS policy darification should be
definitively transmitted to State governments and granteesto ensure that thereisadequate,
appropriate implementation of Federd policy in this regard.



$ Given tha HRSA often provides grantsto large indtitutional grantees and thet third-party
revenue generated by the grantee may not be targeted for the grantee program that
generated the revenue, HRSA should consider requiring that the third- party revenue
generated by the grantee program be returned to the program, specificaly as a grant
condition that HRSA monitors for compliance.

$ HRSA should launch a HRSA-wide research and deve opment effort around third- party
risk-adjusted payment methodology for targeted populations (e.g. HAB efforts for
HIV/AIDS patients). Thiseffort might be explored collaboratively with AHRQ, which has
expressed interest in this area.

$ Because it lacks third-party reimbursement information for many of its grantees, HRSA
should congder establishing a minimum third- party reimbursement data set for dl of its
granteesin order to monitor the effectiveness of itsthird- party enhancement initiativesand
to assesstrendsin third- party rembursement and thelr impact on granteesat thelocd leve
over time,

$ It would be helpful for HRSA+s individua bureaus to share revant information on their
respective policies, procedures, and initiatives regarding third-party reimbursement with
one another. Two casesin point are the Bureau of Primary Health CaresAtota budget(
grant dlocation procedures and the HIV/AIDS Bureaurs exploration of risk adjustment
factorsin managed care rate setting.

APPENDIX A

REIMBURSEMENT ANALYSIS COMPUTATION

In Chapter 11, the project team estimated the reimbursemert that could be collected if problems and
barriers were diminated. The information contained in this Appendix details the development of these
edimates for each problem. The team met the following guiddines whenever possible:

$ Use data from the Sites visited rather than extrapolated data

$ Identify &l assumptions used in devel oping the estimates and provide arationde for their
use

$ Veify the data used with the sites



Thisreimbursement anaysis and the accompanying worksheet matrices, Exhibits A- 1 through A-5, reflect
data from the gte vidgts only. All of the numericd examples are estimates based on available data and
information. 1n no case are the dollar estimates to be taken as other than very gross estimates. Many of
the cells in the exhibits are filled by AUnknown $.0 This meansthat one or more data elements that were
necessary to establish an estimate were unavailable and therefore the estimation could not be completed.
Estimates, where made, are dl annualized estimates.

The exhibits are dl organized in the same manner:

L . R A -

Thefirgt column is the grantee Ste number.
The second column isthe granteess State.
The third column isthe primary grant program for this project.

Thenext column gartsthe 18 issue column, beginning with theissuethat ismost in control
of the grantee (by percentage of control category in the column), with each issue being
meade up of two columnsCone wide column displaying the issue a each grantee or the
edimate of the reimbursement potentia and the narrow column to theright of the main
column indicating the grantee control factor, asfollows

C i = ingde the control of the grantee
C b = within the joint control of both the grantee and another entity
C e = under control of an entity that is externd to the grantee.

Looking at the rows:

$

$
$
$

The first two rows at the top relate to the problem addressed in the column.
The third row indicates which of the seven factor areas the problem residesin.

The next row indicates how many of the grantees were affected by that issue.

The remaining rows relate to each of the grantees, asindicated by the numbersin thefar
left column.

Asnoted in Chapter 11, no single barrier prevented any one of the granteesfrom maximizing itsthird-party
collections. In most cases, multiple problems or issues were present, preventing or hindering third- party
collections. The exhibits diolay the results found in the 27 Ste vidts

$

Exhibit A-1 indicatesthe types of problemsidentified at each of the 27 Sites classified by
the seven factorsin the andysis.



Exhibit A-2 indicates the estimated dollar amount by subgrantee of revenue (where
avalable data dlowed) that might be collected from third parties if the barriers were
removed.

Exhibit A-3 indicatesthe estimated dollar amount of the third- party revenue that might be
collected if barriersthat are internd (within the grantees: control) were removed.

Exhibit A-4 indicates the estimated dollar amount of third-party revenue that might be
collected if barriers that are both interrdl and externd to the grantees control were
removed.

Exhibit A-5 indicatesthe estimated amount of third- party revenuethat might be collected if
barriers that are externa (outside of the grantees-control) were removed.

16. THIRD-PARTY PROVIDER STATUS

The team identified 12 grantees with problems relating to provider designation. The issues identified
included licensing redtrictions, lack of recognition (by the grantee) of provider status, managed care
organizations: (M COs) unwillingnessto recognize grantees, and lack of Federaly Qudified Heath Center
(FQHC) status. Theteam was ableto devel op potentid reimbursement estimatesfor 6 of the 12 grantees,
including home ess centers, Community Hedlth Centers, Migrant Hedlth Centers, and HIV/AIDS grantees

$

Grantee 2C Thisgrantee provides servicesto over 9,000 homeess clientsthrough dlinics
operated in over 30 homeless shelters. Approximately 5,490 are Medicaid recipients
while an additiond 3,500+ are without any hedlth insurance coverage. The grantee, while
aFederdly Qudified Hedth Center (FQHC), has not used its FQHC statusin billing for
Medicaid/Medicare services provided through itshome ess clinics. The grantees FQHC
rate is $96.64. The 5,490 Medicaid patients had over 17,500 encounters.

5,490 X 3.2 average encounters per client X $96.64 FQHC rate = $1,697,771

Grantee 3CAs a Section 330 and 340 grantee, this FQHC (with 11 sites) provides a
comprehensive array of primary hedth care and related socid and case management
servicesto awide cross-section of medicaly underserved persons, indluding the homeless.
ThisFQHC daffsseverd of itssmdler carestes (largey those based in homelessshelters
and ederly housng complexes) with midlevel providers rather than physicians. The
Pennsylvania Department of Hedlth (and, therefore, participating Hed thChoicesM COs)
recognizes only physcians as vdid providers for hilling purposes. In addition, these
smaller care sites operate less than 20 hours per week, as dictated by patient demand.
The Pennsylvania Department of Public Welfare will not issue aMedicad billing number



to any dtethat is not licensed, and the Department of Hedlth will not license clinics that
operate less than 20 hours per week.

The grantees FQHC reimbursement is adversaly affected by the State licensng and
operating hours redtrictions.  If (1) 10 percent of the granteess 22,000 users access
sarvices a these smdler, part-time outreach sites, (2) 60 percent of these patients are
Medicaid/Medicarerecipients, and (3) the average per-member per-month (PMPM) cogt
is$17, the grantee would | ose gpproximately $269,300 (i.e., 2,200 patients X 60 percent
X $17 pea member per month X 12 months) in annua Medicad/Medicare
reimbursement from the operation of these Sitesif current State policies remain in effect.

$ Grantee 11C Thisgrantee servesover 1,964 homeless patients through clinics operated
in a least four homeess shdters. Approximately 231 are Medicad and Medicare
recipients. While an FQHC, the grantee has not used its FQHC datus in billing. The
average FQHC ratein the grantee State is $95, and the average number of encountersfor
homeless patients is 10 per client per year (UDS data).

231 digible clients X 10 average encounters X $95 FQHC rate = $219,450

$ Grantee 25C This grantee operates both an FQHC look-dikeand an HIV/AIDS clinic
(Title I11) that is a Ryan White grantee and the focus of this study-sstevigt. Whileboth
are Department of Hedlth divisions, they are administered and organized separately. Asa
result, the Title 111 clinic does not receive FQHC cost-based reimbursement for covered
sarvicesrendered to Medicare and Medicaid recipients. Site management reported that
the Title Il clinic has an active casdoad of 1,100 patients, many of whomare Medicaid
or Medicare digible but for whom the Title Il dinic is not receving FQHC
rembursement.  If the Title [11 dinic were reorganized as operating function of the
Department of Hedthrs FQHC look-aike, this grantee could receive an estimated
$415,800in additiona FQHC Medicaid and Medicare reimbursement annually assuming
50 percent of its patientsare Medicaid or Medicaredigible (i.e., 1,100 active patients X
five vists annudly X 50 percent Medicaid and Medicare patients X $151 per vist).

2. PATIENT ELIGIBILITY

The study team identified 19 grantees under al types of HRSA programs with problems relating to
eigibility. They included lack of outstationed digibility workers, lack of gppropriate forms, lack of

coordination, digibility and enrollment procedures for dua eigibles, a 24-month waiting period for
Medicare digibility, undocumented residents, complicated State eigibility procedures and requirements,
and no hilling during the digibility determination window. The study team was able to devel op estimates
for 3 of the 19 grantees, including homeless and HIV/AIDS grantees.



$ Grantee 1C ThisgranteeisaRyan White Care Act Titlel1 grantee providing servicesin
an urban area to patients currently identified as Auninsured.f) These Auninsured) patients
comprise gpproximately 18 percent of grantees client base. Some of these patients may
actudly be digible for insurance coverage. If an additiona 2 percent of their client base
were found to be eigible for Medicaid or Medicare, thiswould result in an additiona 20
clients having insurance coverage. At the average annud third-party reimbursement rate
of $1,683, these additiond 20 clients, if covered, would generate $33,658 in third- party
revenue,

The grantee generates approximately $1,683 in third- party revenuefor each of itsclients
each year. At present, the grantee is not taking advantage of the fee-for-service billing
opportunity available during the 45-day Adigibility windowf for itsnew dients. Applying
the average daily revenue for each of the 325 new clients that the grantee began to serve
in the past year over the 45-day Adigibility window@ resultsin: 325 new clients X $1,683
average revenue per year X (45 days/360 days) = $67,278 per year of possible

additiona third-party revenue.

$ Grantee 3C This grantee operates a homeless project averaging 9,000 visSits per yesr,
with 61 percent of thosevisitsbeing Medicaid dient vists. Thegranteeisaso an FQHC.
It can be assumed that 25 percent of those Medicaid clientswere new each year and the
granteeisnot currently billing for these clientsduring the Staters 45- day digibility window.
Since the grantee is a homeless services grantee, this amount of Anewfl dients is a
reasonable estimate. As an estimate of revenue potentid, the grantees FQHC rate of

$96.73 was used.

9,000 X 61 percent X 25 percent X $96.73 = $132,762

$ Grantee 11C Thisgrantee provides care to 1,707 homeless clientsthat are not covered
by Medicare or Medicaid. All theclientsserved by this grantee have incomes below 100
percent of the Federa poverty level and may be qudified for either Medicareor Medicaid
with more vigorous digibility assstance by the grantee.

1,707 clients X 10 encounters per client X $95 State average FQHC rate =
$1,621,650

3. COVERED SERVICES

The project team identified 22 granteeswith problemsrelating to covered services. They included lack of

gaff certification (seven grantees), deficient waiver and case management coverage, lost opportunities
under home and community- based (HCB) serviceswaivers, services not included in existing HCB services



walvers, not being recognized as a waiver provider for high-risk pregnant women and children, not
reimbursing for targeted case management and for children with an eevated blood lead leve (impacting 22
of 27 Sites), servicesnot reimbursed (impacting 7 of 27 Stes), and nonreimbursable staff (impacting 6 of 27
Stes). The study team was able to develop estimates for 4 of the 22 grantees.

31 Lack of Staff Certification

Wewere unableto develop estimatesfor thisarea, and we thereforeintegrated the avail able datawith data
for the deficient wal ver/case management problem areas (see 3.2 below). Staff certification problemswere
largely in the area of case management.

3.2  Deficient Waiver/Case Management
Grantee-related problemsin the deficient waiver/case management area are presented below.
3.21 Maternal and Child Health Programs

Grantee 9isusing both TitleV and State genera fundsto pay for services being provided to childrenwith
specid hedth needs. Pennsylvania:s Department of Public Wefare, the Single State Medicaid Agency, has
a1915(c) waiver to provide servicesto these children. The waiver paysfor case management services,
private duty nursing, and medically necessary equipment. The Department of Hedth (DOH) ispaying for
respite, home health, and other servicesto familiesincluded in the waiver. All of the servicesthat DOH

provides to the familiesincluded in the waiver should be included as covered services under the waiver.
The DOH is currently spending approximately $944,000 for respite or other services that could be
included in the existing waiver. Assuming the same leve of services, the DOH could enhance Medicaid
Federa revenue by including respite and other services currently being provided to children with specid

hedlth care needs in the existing waiver, increasing revenue by $508,060° (thisis a statewide figure).

3.2.2 Enhanced Prenatal Care/Children with Special Health Care Needs

Michigan has an agpproved 1915(b) waiver for high-risk pregnant women. Thiswaiver was established
prior to its managed care waiver and is gill operationa. The Hedlthy Beginnings Plus (HB+) waiver

includes case management services. The State contracts with providers throughout the State to provide
HB+ services. Loca hedth departments and Healthy Start projects are not recognized as providers of

HB+ services!® Grantees4, 6, 8, and 9 have been providing case management servicesto women elighle
for and/or enrolled in HB+ but they have not been able to contract with the State to provide the services
and obtain rekmbursement from Medicaid. Grantee 9 has been negotiating with thelocd MCO for severd

years but has been unable to come to any agreement.

YPennsylvanias Federal Medical Assistance Percentage rate is 53.82%.

HB+ providers are limited to physicians, Midwives, Rural Health Clinics, FQHCs, hospitals, and outpatient departments



If these projects were able to resolve their contracting problems with the State, they could hill for these
sarvices. The provider receives $204 for perinatal support servicesfor women with aAnormal pregnancy
for the firgt two trimesters and $456 for perinata support for high-risk women for the same period. In
addition, payment for the third trimester, including anorma delivery, is $1,386 (an average of $900 for
delivery and $456 for prenatal care), and for a high-risk ddivery it is $1,576 (an average of $950 for
ddivery and $626 for prenatd care). The following provides possible HB+ reimbursement estimates for
two grantees.

$ Grantee 7CThis project served 1,028 pregnant women in 1998. The following
assumptions were used to estimatethe leve of billing that this project could generate: 40
percent of the patients are cdassfied as high riskC 411 high-risk and 617 normal
pregnancies. Excluding third trimester and ddlivery, this project could bill:

Highrisk: 411 X $1,082 = $444,702
Normal: 617X $ 690 = $425,730
Total $870,432

4, Grantee 13CPrior to the establishment of the Michigan Medicaid managed care program,
the Department of Community Health provided enhanced servicesto high-risk pregnant
women and ther children through the Maternad Support Services (MSS) and Infant
Support Services (ISS) programs. Both programs were incorporated into the Staters
managed care program. In addition, the county operatesthe Enhanced Materna Support
Services (EMSS) program (for high-risk substance-abusing pregnant women). The
Materna and Infant Health Advocacy Services (MIHAS) program provides supportsto
at-risk pregnant women who are Medicaid eigible. Quaified hedth providers are now
required to provide MSS and ISS services. Loca hedth departmentsand Hedlthy Start
projectsare providing these services, especidly M SS, towomen enrolled inthe Medicaid
program but are not being rembursed. The plans are unwilling to contract with the
agencies, yet they have referred women to them. In 1998, the grantee provided MSS
services to 222 pregnant women, EMSS servicesto 21, and MIHAS services to 346.

All children with specid hedlth care needs and their families receive case management
savices. If thechildlivesin one of thefive countiesin the Staters managed care program,
then the case management services must be provided by the managed care organizationin
that area. For the remainder of the State, case management services are provided by the
loca hedth departments. The grantee provided case management services to 656
children and their families in 1998. An additiond 112 children received diagnostic
evaudions. At least 50 percent of these children and their families will be digible for
services,



Assuming that Michigan would remburse at the same rate as PennsylvaniassHB+ and that
the case manager is paid $300 per family, then:

MSS: 222 X $1,082 = $240,205
EMSS: 21X $1,082=$ 22,722
MIHAS: 346X $ 690 = $238,740

656 families X $ 300 = $196,800
56 new familiesX $300 = $ 16,800
Total $715,267

3.2.3 Targeted Case Management Services

Inits State plan, Pennsylvania has included targeted case management services for digible recipients with
menta retardation, adults with severe and persistent mentd illness, children with severe mentd illness, and
AIDSor symptomatic HIV patients. The State has established a certification procedurefor case managers.
TheHIV/Titlelll granteesin Pennsylvaniass|arge urban areas provide case management servicesto dighle
clients, but neither project is currently billing or obtaining reimbursement for these services. The case
managersare paid on an encounter basis, with amaximum caseload of 25 clients per case manager. While
the reimbursement methodol ogy used by Pennsylvaniaisnot clear (dueto the multitude of partiesinvolved),
most States reimburse case managers either by the amount of time devoted per client (15 minutes equals
one encounter) or on amonthly per capita basis for one or more encounters. Two options for estimating
reimbursement are presented in the sections that follow.

Based on datafrom severd Statesusing atargeted case management gpproach, the case manager ispaid an
average of $200 per client for each client having an encounter that month. If acase manager isassigned 25
clients, it will be serving approximately 20 per month. The case manager would then be ableto bill $4,000
per month.

C Grantee 4CThisproject has2.5full-time equivaent (FTE) saff currently providing case
management services. 2.5 FTESX $4,000 per month X 12 months = $120,000 per year.
(The project does not provide case management servicesto all of itsclients, so those data
could not be used for this estimate.)

$ Grantee 1CThis project has 862 digible clients and has the potentid for effectivey
utilizing 34 FTE case managersto serveits patients: 34 FTEs X $4,000 per month X 12
months = $1,632,000 per year.

3.24 Lead Case Management Services

Grantees 6 and 8 are providing screening, environmental assessment, and case management services to
familieswith children having an evated blood lead level (15 microgramsper deciliter or higher). Thelocd



hedlth departments are the agencies respongble for providing both the environmenta assessments and the
case management services. The State is reimbursing both agencies only for the environmental assessmernt,
however. The State Medicaid agencies have been explicitly directed by HCFA (October 22, 1999) to
reimburse providersfor screening, environmenta assessment, and case management services. Thisdirective
is presented as Appendix C.

Grantee 6 had 81 clients and grantee 8 had an estimated 250 with an elevated blood lead leve. All will
need some case management servicesCthe higher the blood lead leve, the more intensive the case
management required. Assuming a per capita payment of $300 per child per year for grantee case
management sarvices, 81 X $300 = $24,300in potentia billing for grantee 6, and for grantee 8, 250 X 300
= $15,000 in potentid billing..

Grantee 20 is providing servicesto over 800 children with an elevated blood lead level. The grantee does
lead screening, provideslimited environmenta |ead assessment, and provides case management servicesto
al children with an devated blood lead levd. It recaives no reimbursement for providing any of these
services.

Assuming that this grantee recaeives reimbursement equa to that offered by Pennsylvania for identica
sarvices, then:

800 environmenta assessments X $279.50 = $223,600
800 children needing case management X $300.00 = $240,000

Grantees 2, 3, 5, 11, 10, 15, 19, 21, and 23 provide screening, environmental assessment, and case
management services to children with an devated blood lead levd.

$ Grantee 2:

34 environmental assessments X $279.50 = $ 9,503
34 children needing case management X $300.00 = $10,200
$ 19,703

3. Grantee 3:
108 environmenta assessments X $279.50 = $ 30,186
108 children needing case management X $300.00 = $ 32,400
$ 62,586

4, Grantee 5:
48 environmental assessments X $279.50 = $ 13,416
48 children needing case management X $300.00 = $ 14,400
$27,816

$ Grantee 10:
103 environmenta assessments X $279.50 = $ 28,789
103 children needing case management X $300.00 = $ 30,900



$ 59,689
$ Grantee 11:

4 environmentd assessments X $279.50 = $ 1,118
4 children needing case management X $300.00 = $ 1,200
$ 2,318
Grantee 15:
181 environmental assessments X $279.50 = $ 50,589
181 children needing case management X $300.00 = $ 54,300
$104,890
5. Grantee 19:
73 environmental assessments X $279.50 = $ 20,404
73 children needing case management X $300.00 = $ 21,900
$42,304
2. Grantee 21.
31 environmenta assessmentsX $279.50 = $ 8,665
31 children needing case management X $300.00 = $ 9,300
$ 17,965
$ Grantee 23:
36 environmental assessments x $279.50 = $ 10,062
36 children needing case management x $300.00 = $ 10,800
$ 20,862

3.3 Nonrembur sable Staff

Grantee 2 provides services to 36 homeless clients who are enrolled with one of the Medicaid managed
care MCOs. Due to the granteessinability to certify staff at the clinic according to the MCCOrs standards,
the grantee does not have a contract with the MCO. The tota number of encounters for the homeless
clientswas 398, and the granteers FQHC rate is $96.64 per encounter.

398 encounters X $96.64 = $38,462
4, RATESAND COSTS
The study team identified 21 grantees with problems relating to rates and costs. They included deficient
rates, inadequate cost and charge setting, and deficient FQHC/RHC wraparound payments. The study
team was able to develop estimates for 10 of the 25 grantees, including Ryan White Title 11 clinics MCH
subgrantees, and Community Hedlth Centers.
4.1  Deficient Rates

Severd HIV/AIDS Title 111 grantees identified insufficient Medicaid managed care capitation rates as a
serious problem given the high cost of providing care to HIV/AIDS patients. Estimates of the additiona



reimbursement that might be obtained by individuad HIV/AIDSTitle 111 grantees if risk-adjusted Medicaid
managed care capitation rates were adopted by State Medicaid programs is presented in Exhibits A-1
through A-5.

In States that have arisk-adjusted capitation Strategy in their managed care programs, ratesare set a highly
variable amounts within public ass stance categories and age/gender subgroups. To estimate the average
capitation rates currently used nationdly, rates estimated in a study conducted by the Urban Ingtitutess
Assessing the New Federdism Project were applied. Theserateswere adjusted for avariety of factorsto
achieve average national rates for severa age and gender groupings. For the purposes of this project, the
study team selected the 50th and 100th percentile rates for women and men ages 45 to 64 to create a
midpoint and aceiling for current rates. Theage group used isdightly older than the average age of persons
with AIDS a entry into Medicaid enrollment via the Supplementa Security Income (SSI) program. The
age group used, however, islikely to bereflective of disabled individuas of both genderswho enrall in SSI.

To esimate what a grantee might gain in revenue through an AIDS risk-adjusted rate, acomparison of the
PMPM difference between the New Y ork AIDS risk-adjusted rates and the nationa average capitation
rateswas developed. Based on the dataused, currently aMedicaid managed care plan receives an average
of between $194.78 and $327.54 PMPM for managed care members between 45 and 64 years of age.
Within an enhanced rate structure for members with AIDS, a plan would receive between $973.36 and
$2,483.16 PMPM.

Deficient rates were identified by the Ryan White Title I11 Act grantees visited as amgor problemsin dl
three States. In Texas, Pennsylvania, and Michigan, enhanced risk-adjusted HIV/AIDSrates have not been
adopted by the State Medicaid programs. While Pennsylvania has adopted an inpatient risk pool
arrangement, the grantees did not report benefitting from this srategy. The HIV grantees visited shared
experiences observed throughout the United States. Most State Medicaid programs have not adopted
HIV/AIDS enhanced capitation rates.

Whileafew exceptionsexigt, such asCdifornia, Maryland, and New Y ork, most States continueto usethe
rate structures generated by standard methodologies that do not adjust for clinical case-mix. The HRSA
HIV/AIDS Bureau (HAB) has closdly examined this situation and created severd projects to support
HIV/AIDS risk-adjusted rate/methods development. HAB gtaff have also worked closdly with HCFA
staff to support State Medicaid programsin their efforts to undertake HIV/AIDS risk adjustment.

Despite the above efforts, the HAB grantees visited continue to participate in Medicaid managed care
programsthat do not risk-adjust for HIV/AIDS patients. Asaresult, MCOsrecelvestandard rates based
only on public ass stlance category, age, gender, and geographic service area. For Medicaid recipientswith
HIV/AIDS enrolledin TANF, thoserates arelikely to be et least $1,500 to $2,000 lessthan the actua cost
to provide the nationdly recognized standard of HIV care. While SS rates are dightly higher, they are
likely to be at least $1,000 to $1,500 less than the cost of care for HIV/AIDS patients.



Managed care plans operating in communities with high rates of HIV have been observed to address
inadequate rates for HIV/AIDS care in severd ways. Managed care plans may not be interested in
contracting with HIV clinica programs, such as the grantees visited. They may aso offer extremely low
subcapitation rates to HIV services providers. Alternaively, they may contract with providers that are
willing to accept low subcontract payments. Severd of the grantees visited had accepted low payments
because they had other sources of revenue, such asgrants. Thisagain reflectsthe cogt shift from Medicad
to grant dollars. Severa grantees adso expressed concern that their patients might be treated by
inexperienced providers if the grantee were to stop contracting with plans.

4.2  Deficient FQHC/RHC Wraparound Payments and | nadequate Cost/Char ge Setting

FQHCs and RHCs have Federa statutory rights to reasonable cost reimbursement in Medicaid managed
care arrangements, whereby the State pays the FQHC/RHC a wraparound payment, the difference
between what the plan paysthe FQHC/RHC and the FQHC/RHC:sreasonable cost. Stateimplementation
and declining Federd datutory protections have compromised the A100 percent of reasonable costd
principle, resulting in deficient wraparound payments.

| nadequate cost/charge setting reflectsthe phenomenon that the grantee does not devel opits charges based
upon its costs, resulting in a grantee charge schedule that is not established to cover its costs from third-

party payors.

$ Grantee 10C This grantee is an FQHC that provides a comprehensve array of primary
hedth care and related socid and case management services. Michigans FQHC
reimbursement policy calls for annud declines over the next three years. At present, the
grantee receives 100- percent cost- based reimbursement for servicesrendered to Medicad
recipients. However, the grantee expectsto lose $3 per visit next year and an additiond $8
per vist the following year. Therefore, the extent to which expected Medicad
reimbursement | osses can be curbed depends on the granteess ability to decreaseitscurrent
per-vist cost of $119 and/or renegotiate current payment policies with the State. If this
issueisresolved by ether means, the grantee standsto avoid losing gpproximately $62,200
in Medicaid reimbursement next yeer (i.e., 8,287 reported Medicaid users X 2.5 visits per
year X $3.00) and more than $165,700 the following year (i.e., 8.287 reported Medicaid
users X 2.5 vidts per year X $8.00), for atota of approximately $227,900 in enhanced
Medicaid rembursement over the next two years.

$ Grantee 24CAs a Materna and Child Hedth subgrantee in the State of Texas, this
grantee organization operates 39 clinic Stesthat provide M CH servicesto pregnant women
and their children who reside in 50 South Texas counties. The Texas Maternd and Child
Hedth program alows subgrantees such as this one to hill for MCH services up to an
annuadly defined grant amount. Subgrantees continueto bill even after they have exceeded
their grant amount, in case they are able to get rembursed beyond their maximumif other



MCH subgrantees do not utilize or hill for their maximum amount. The grantee does not
keep recordsin away that would dlow it to distinguish the cost of providing MCH services
from that of other outpatient services.

Thus, the amount of lost reimbursement cannot be accurately measured. However, the
grantee estimates that it receives only 60 percent of each dollar that it bills the State for
MCH sarvices. Assuming thisratio isreasonably accurate and aso gppliesto the other 38
grantee care Stes, and assuming that these stes collectively render 50,000 MCH visits
annuadly and that each visit costs $50, the cumul ative amount of oss reimbursement would
be $1 million. These assumptions seem quite conservative given the sze of the grantee
organization, the vast geographic area and number of patients it serves, and the cost of
services provided from a hospital-based clinic. Therefore, it seems reasonable that the
grantee would benefit from a more accurate accounting of the cost of providing MCH
services and a renegotiation with the State of Texas to ensure that it receives full cost
rembursement for the provison of such sarvices.

$ Grantee 23CThisgranteeisan FQHC that provides abroad range of covered preventive
and primary hedth care services. The State of Texas limits reimbursement for FQHC
adminigtrative cogts at 30 percent of overdl costs. The grantee has exceeded this cost
ceiling by approximately $135,000 in each of the past three years. These codts were
disalowed in part because the grantee ingppropriately classfied patient care costs as
adminigtrative expenses.  As a result, the grantee lost up to $68,850 in Medicaid
reimbursement (i.e., $135,000 annudly X 3 years X 17 percent Medicaid patients).

$ Grantee 19C This hedlth center=s subsidized outreach workers (Apromotoras) have not
been included in its cost- based reimbursement caculations. While the promotoras are not
fully paid for by the grantee, there are costs associated with their work for the center. The
daff at theclinicsindicated that the annual cost to the center for each subsidized outreach
worker is$10,375. Therefore, the potentia reimbursement that could be obtained for the
promotorasis $20,750 (two subsidized outreach workers X $10,375).

S. BILLING SYSTEMS

Billing deficiencieswas one of the most pervasve problems encountered during the grantee sitevigits. Itis
aso one of the most easily correctable difficulties. The study team identified 23 grantees with problems
relating to their billing sysem Theseincluded inadequate billing, lack of billing, and inadequate accounting
and recordkeeping. The study team was able to develop estimates for seven of the grantees visited
(representetive of al HRSA programs).



$ Grantee 1CThe study team estimated the potentid for third party reimbursement by
assuming a5- to 10-percent improvement in billing, equating to approximately $10,350in
additiond reimbursement.

$ Grantee 10CThe study team estimated that just a 1-percent improvement in hilling
performance could result in aminima $49,618 increase in third-party reimbursement.

$ Grantee 11CAn $85,827 increase in third-party reimbursement was estimated by
multiplying the grantess estimated volume of Medicaid vists times the FQHC rate for a
gmilar grantee. This grantee is an FQHC that has not embraced its FQHC status for
reimbursement purposes.

$ Grantee 26C ThisHedthy Start project provides trangportation servicesto pregnant and
new mothers. By multiplying the number of tripsfor Medicaid-digible dients(15,700) by
the averagelength of atrip (20 miles) and multiplying theresult by therate per mile ($0.28),
the study team estimated that $87,920 in additiond third-party reimbursement could be
collected. This grantee was unaware that transportation services are covered under
Medicaid and carved out of the Staters managed care plan and thus could be billed

Sseparately.

$ Grantee 27CThis grantee operates two rura hedth outreach dlinics. The dte vist
reveded that the grantee has a poor grasp of the financial operations of these clinicsand
has not fully embraced its Rurd Hedth Clinic dtatus to secure reasonable cost
rembursement. Thus, minimd billings were being made to third-party payers. In 1999,
these part-time dinics collectively provided prevertive and primary hedlth care servicesto
approximately 1,600 patients. Approximately 644 (i.e., 40 percent) of these patientswere
Medicare and Medicaid recipients. Assuming an average annud vigit rate of 2.5 vigits per
patient and an conservatively estimated visit cost of $50, this grantee could receive an
egtimated $80,500 in additiond Medicaid and M edicare reimbursement annualy (i.e., 644
Medicare/Medicaid patients X 2.5 visits annudly X $50.00 per visit).

6. MANAGED CARE IMPACT

The team identified 18 granteeswith problems relaing to deficient managed care contracting. The primary
problem facing HRSA granteesis the unwillingness of Medicaid managed care organi zations to recognize
them as providers and to reimburse them for services provided. The study team collected enough

information from three of the grantees to be able to develop edtimates of potentid third-party
reimbursements. These ca culations are incorporated under the Third-Party Provider Status and Eligibility
sections above, given the multiple dimengions of these problems and to ensure no duplication of the
cdculations.



1. OVERARCHING ISSUES

Mogt of the problems and barriersidentified during the Site visits could be rectified elther by the grantee or
with assstance from HRSA. There were, however, problemsthat were policy in nature and not o easily
rectified. For many of these Federd and/or State policies need to be established or changed. Some can
only be addressed jointly by HRSA and HCFA, with the States assigting in some cases. The problems
identified include the need for specia recognition for both the homeless and migrants, appropriate use of
Stateand locad government generd fundsfor Federd matching, and lack of support for use of adminidtrative
case management hilling options on the part of State Medicaid agencies. It should be noted that dollar
edimates in this area are for the grantee organization, not necessarily exclusively for the grantee program.

7.1  Unfavorable Policy, Regulations, and L egidation

Grantee 5, an FQHC, reported that a HCFA Medicare policy prohibited it from getting reimbursed for
physician vistswhen the patient was hospitdized. The grantee estimated the policy resulted in a$100,000
loss to the FQHC.

Grantee 24, a hospitad that is an MCH subgrantee, reported that recently published HCFA regulations
restrict hospitd off-gtedinics recognition as outpatient trestmentsfor payment purposes and estimated that
these regulations would cost the hospita $5 million.

Other quantificationsinthisfactor areaareincluded under other problem areas, such asthird- party provider
designation and deficient rate negatiations, in order not to duplicate quantification.

7.2  Administrative Case Management

State Medicad agencies may draw 50-percent Federd matching dollars for the performance of
adminigrative case management functions that they directly provide or contract for. These opportunities
were not fully explored by States and grantees.

$ Grantee 13C There are eight programs operated by the grantee that are relying on
county funding but are not being used by the State for additiona matching. Thetota payroll
for the eight programs is $356,040. From the granteess annua report, it appears that
approximeately 56 percent of the individuals they served are Medicaid digible. A sample
clam for the grantee, assuming no limiting conditions on the part of the State Medicaid
program, would be:

$356,040 X 56 percent (Medicaid dligible) = $199,382 X 55.11 (FMAPrate) =
$109,860



$ Grantees 20 and 25CThese grantees have been submitting adminidtrative case
management clams. Grantee 25 sarted to submit claimsin 1992, with an average claim of
$1.2 million. Grantee 20 started in 1997, with an average clam of $370,000. Neither
agency has recaived any reimbursement from the State. Due to the study teants
intervention, the Texas Department of Hedlth (TDH) isreviewing itsprocedures. TDH has
completed audits of both of the grantees. Grantee 20 will be receiving approximately
$350,000 out of $370,000 claimed for 1997. Grantee 25, due to lack of data on the
number of Medicaid clients seen during the reporting period, will be receiving only
$200,000 out of a$1.2 million claim. Grantee 25's problems are correctable.

7.3  Disproportionate Share Hospital Reimbur sement

Whiletheimpact of DSH reimbursement losses to grantees or subgrantees that are DSH hospitalswas not
able to be quantified in this project, it should be noted that these grantee organizations are starting to
experience sgnificant DSH losses that eventudly will impact the grantee program, particularly to the extent
that the grantee prograns patients are uninsured by third parties.



APPENDIX B

MEDICAID CASE MANAGEMENT MATRIX

Type of Case Management

Definition or Description

Applications,

of services Circumstances
Optiond targeted case manegement | Broad definition of services; case Part of the 1986 COBRA amendment tothe
management here means servicesthat will | Socid Security Act. Prior to this, case
Socid Security (SS) 1915()(2) assist Medicad-digibleindividuasin management could not be hilled as a

gaining access to needed medicd, socid,
educationa and other services. No
"statewideness' or compar-ability of
amount, duration or scope of services
requirements apply.

separate service. States may target (and
thereby restrict or limit to) specific
populations. FMAP rate applies.

Administrative Case
ManagementC A function
necessary for the proper and
efficient operation of the State's
Medicaid plan pursuant to SS
1903(a)

Case menagement here is viewed as a
function (rather than aservice) intended to
feacilitate the operation of the State's
Medicad plan. Activities such as
utilization review, prior authorizetion of
services and nursing home pread-mission
would be induded. Some functions may
directly benefit patients.

May be some overlgp of sarviceswith other
types of case management, eg., arranging
trangportation of a patient. Outreach
ativities could be included here rather than
under targeted services. Reimbursement
rateisa thelower, adminigtrative FFP rate
(usudly 50%).

EPSDTC Case management has
aways been apart of the EPSDT

program. SS 1905(a)

States mugt provide services deemed
medicaly necessary by EPSDT screening.
Searvices may be provided by existing
provider or another agency.

Gengdly broad services avalable here
(Snce 1986 amendment, SS 1915(g)
definition used). However, they must be
medically necessary.

Waives,

1915(b)

1915(c)

Bdanced Budget Act of 1997 added
primary care cae management as an
optiond service to SS 1905(a). Typicaly
this incdudes referrds. (Clinical case
management only.)

Home and community-based services
wavers Case manage-ment  sarvices
provided under a plan of care, subject to
State Medicad approva. State sdlects
group of individuds to whom case
management services will be offered.

1915(b) waivers regtrict freedom of choice
of providers. Not the case for 1915(c).
FMAP rate appliesto both.

Component of service

Higtorically available where a necessary
pat of another service, eg, cae
management under FQHC sarvices

No separste reémbursement for case
management; rembursement added to other
svice

APPENDIX C




BACKGROUND ON THE THREE STATES

2. STATE BACKGROUNDCPENNSYLVANIA

This section provides an overview of the third-party payor programs operationd in the State of
Pennsylvania

11 The Medicaid Picture

The State of Pennsylvania has a population of gpproximatdy 12 million individuas. Medicaid enrollment
in the State is gpproximately 1.2 million; of these, 68 percent, or about 900,000 individuals, are enrolled
in amanaged care organization, in the form of ether afully capitated heath maintenance organization
(HMO) or aprimary care case management (PCCM) program. About 10 percent of the population
are uninsured. Pennsylvaniacs current Medicaid match rate is 54 percent. Total Medicaid expenditures
(State and Federal funds) in Pennsylvaniafor Fiscal Year (FY) 1998 were approximately $8.849
billion. DSH funds sent to hospita's serving uninsured and Medicaid-digible individuas in the State for
1998 totaed $546 million, or a comparatively low 6.2 percent of totd Medicaid expendituresin the
State.

1.2 The HRSA Grants Picture

All of HRSA:s grant programs are found throughout urban and rural Pennsyvania. The sections that
follow present an overview of the HRSA grants programs active in Pennsylvania

1.2.1 TheMaternal and Child Health Program

The State Title V block grant for its Materna and Child Hedlth program is approximately $26 million.
The maintenance-of-effort requirement for the State is $20,065,574.58. In FY 1999 the State
appropriated $44,369,000 for MCH activities. The State thus has an overmatch of $24 million that can
be used for additiond State Title XI1X matching. In FY 1999 there were Sx Hedlthy Start granteesin
Pennsylvania (two in Philadel phia; one each in Chester, Fittsburgh, Uniontown, and West Chester).

1.2.2 HIV/AIDS Program



Philadephiais the only Ryan White CARE Act Title| city in Penngylvania. Title II of the Ryan White
CARE Act supports services to persons with HIV/AIDS, including the provision of medica and socid
sarvices, case management, and drug assistance. In 1998, the Staters Title |1 budget was $16,937,811,
including $9,426,543 in State matching funds. The required State match is $8,468,906, leaving an
overmatch of $957,637. There are six Title |11 granteesin the State: three in Philadel phia and one each
in Allentown, Rittsburgh, and York. Totd State funding under the Ryan White CARE Act in FY 1999
was $47,260,484.

The State has elected to include targeted case management services for individuas with AIDS or
symptomatic HIV infection inits plan. Both Title Il and Medicaid cover case management services
provided by a State-certified case manager. In the Pittsburgh area, both Title 11 and Medicaid case
management services are offered through one provider.

1.2.3 Primary Care (Including the Bureau of Primary Health Care and the Office of Rural
Health Policy

In FY 1999, Pennsylvania received $32,913,004 from HRSA to support primary care centers and
$413,470 for rurd hedth activities. The Bureau of Primary Hedlth Care is supporting 30 primary care
centers in Pennsylvania and four homeless projects (two in Pittsburgh and one each in Erie ad
Wilkes-Barre). The Office of Rura Hedlth Policy supported one project in Lock Haven.

1.3 TheMedicaid Managed Care/WaiversPicture

Pennsylvania has four 1915(b) managed care waiversin place. Oneisfor Philadephiaand its
surrounding counties (HedthChoices Southeast, consgsting of severd HMO plans); oneisfor Pittsburgh
and its surrounding counties ( HealthChoices Southwest, also consisting of severa HMO plans). The
third waiver covers Lancaster and the surrounding counties and provides PCCM. The fourth 1915(b)
waiver covers families and children outside Philadelphia and Pittsburgh through a PCCM program
referred to as the Family Care Network.

Prior to the start of the HealthChoices program, the State Department of Hedlth operated the Healthy
Beginnings project. Hedthy Beginnings provided case management, nutritional counsding, and other
services to high-risk pregnant women. This program was later incorporated into the Hed thChoices
program. It isnot clear whether the Hedlthy Beginnings mandate was explicitly included in the contract
between the managed care organization (MCO) and the Department of Public Welfare. 1n 1985,
Pennsylvania received a 1915(b) waiver for high-risk pregnant women. HCFA dill ligsthisasan
Aactivell waiver. HeathChoices Southeast serves 35 percent of the Statees Medicaid population; Hedlth
Choices Southwest covers an another 22 percent. Managed care plans are reluctant to enter markets
outsde the mgjor cities, and fee-for-service medica care continues to dominate in the more rurd, less
populous aress of the State.

1.4  Homeand Community-Based Services Waivers



In addition to 1915(b) waiver and fee-for-service programs, Pennsylvania has nine home and
community-based services (HCB) waiver programs (1915(c), including one for HIV/AIDS that
provides homemaking services, specid equipment, nutritional supplements, and consultation. Thereis
aso amodd walver for technol ogy-dependent individuas under 21 with chronic debilitating medica
conditions resulting from premature birth or congenital and/or genetic anomaies. The State provides
amilar sarvices, usng State generd assistance funds, to children with specia hedlth care needs and
provides respite services to children included in the model waiver. The project team was unable to
discern why this redundancy exists.

15 Unique State Consderations

Pennsylvania provides Medicaid-funded and State-funded generd assstance to digible individuds.
Medica assistance benefits are organized by benefit package. Benefit packages 1 and 2 provide the
most extengve benefits. Package 1 isfor categoricaly needy individuas under 21 years of age; most in
this category qudify for Federal Temporary Assstance for Needy Families (TANF) funds. Package 2
recipients are categoricaly needy ederly or disabled, usudly receiving Supplementa Security Income
(SSl) funds. Benefit packages 3 and 4 are State assistance funds. Benefits in packages 3 and 4 limit the
number of doctor=s visits and the amount of prescriptiondrugs.  Pregnant women applying for medica
assistance are presumed to be digible for Medicaid benefits pending review of their application. Any
newborn whose mother is on medical assistance may receive care for at least 12 months after birth.
Case management servicesin Pennsylvania are available to certain targeted groups. digible recipients
with menta retardation, adults with severe and persstent mentd illness, children with a severe mentd
illness or emotiond disturbance, and AIDS or symptomeatic HIV patients.

Certain structural and jurisdictional matters are worth noting. The Medicaid agency in Pennsylvania
operaes within the Department of Public Welfare, rather than within the Hedlth Department, asisthe
case in many States. Also, some loca (city and county) health departments are not permitted to bill
Medicaid directly for services but must submit bills to the Department of Hedlth, which in turn bills
Medicad through its own billing number. Many services provided by loca hedth departments are not
reimbursable under State Medicaid regulations. This could be a cause or an effect of not being able to
bill directly. Few local hedth departments serve as providers under managed care plans. While States
are permitted under Medicaid to match Federd adminidirative case management funds, Pennsylvaniaiis
not billing for adminigtrative case management services.

3. STATE BACKGROUNDCMICHIGAN

This section provides an overview of the third-party payment programs operationd in the State of
Michigan

21 The Medicaid Picture



Michigan has a population of approximately 9.6 million individuals. Medicaid enrollment in the State is
gpproximately 1.2 million, of whom 750,000 are enrolled in managed care plans. As of the spring of
1999, Michigan discontinued its PCCM programs, managed care in the State is now provided only
through fully capitated HMOs. About 11.5 percent of the population are uninsured. Michigarrs Federa
Medicaid match rate is 55 percent. Total Medicaid expenditures (State and Federa funds) in Michigan
for Fisca Year 1998 were $6.218 hillion. DSH funds sent to hospitals serving uninsured and Medicaid-
digibleindividudsin the State for Fiscd Y ear 1998 were $319 million, or a comparatively low 5.1
percent of total Medicaid expendituresin the State.

2.2 The HRSA Grants Picture

The full array of HRSA programs are active in the State of Michigan. These programs are described
briefly in the sections thet follow.

2.2.1 Maternal and Child Health

The Michigan Department of Community Hedlth (MDCH) operates traditiond public heath programs
and is the Staters Medicaid agency. Title V=-s maintenance-of-effort requirement for Michigan is
$13,507,900. The State has appropriated $35,914,800 for FY 2000 for Title V activities, which
leaves an overmatch of $22,406,900. It appears that the State is using these dollars for matching
additional Medicaid support.

MDCH provides grants to the loca health departments that comprise both Federa and State funds.
County generd funds dlocated to loca health departments are being used by the State to match Federa
funds. When county funds are used for Medicaid matching purposes, the county receives the Federd
share. InFY 1999, there were five Healthy Start grantees in Michigan, one each in Detroit, Hint,
Kaamazoo, Saginaw, and Sault Ste. Marie.

2.2.2 HIV/AIDS

Detroit isthe only Ryan White CARE Act Title| city in Michigan. Therearefour Title 11l granteesin
Michigan, two in Detroit and one each in Ann Arbor and Grand Repids. Funding under the Ryan White
CARE Act in FY 1999 was $20,927,888.

2.2.3 Primary Care (Including BPHC and the Office of Rural Health Palicy)

In FY 1999, Michigan received $24,521,660 from HRSA to support primary care centers and
$1,240,044 for rurd hedth activities. The Bureau of Primary Hedlth Care is supporting 31 primary care
centers in Michigan and seven homeless projects (one each in Algonac, Batitle Creek, Detrait, Flint,
Grand Rapids, Kalamazoo, and Lansing). The Office of Rura Hedlth supported three rura hedth
outreach projects (one each in Houghton, Monroe, and West Branch).



2.3 TheMedicaid Managed Care Waivers Picture

Michigan is under one statewide 1915(b) waiver. Notwithstanding this, certain populationsin certain
Stuations have a choice of managed care or fee-for-service (e.g., members of Native American tribes,
individuds digible for Michigarrs Crippled Childrerrs Program, nursing home residents, dua-digible
Medicare enrallees, and individuas living in a county with only one plan). Michigan has embarked on a
datewide effort to have HMOs licensed as full-risk HMOs under the State Department of Insurance
(rather than partid risk, where the Medicaid agency pays claims and then seeks reimbursement from the
HMO). If aplan does not move fast enough in the direction of Afull risk,i the State may freeze its
enrollment.

24  Homeand Community-Based Services Waivers

The State has developed a managed care program for children with specid hedth care needs, The
Childrerrs Specidty and Childrerrs Comprehensive Hedlth Care Plan, sometimes referred to as the
Specid Hedth Plan (SHP). Eight counties currently participate in the program. The State plansto have
al counties in the program by 2001.

SHP enrdllment is voluntary; digibility is determined by the State and is based on the medicd diagnoss,
the severity and chronicity of the child:=s condition, and the need for a subspecidist. Certain individuas
over 21 years may aso qualify for the program. Both Medicaid-digible and non-Medicaid-digible
individuas may qudify for the program. Thereisonly one statewide SHP plan in operation. 1n addition
to the 1915(b) waiver and the State- sponsored SHP, Michigan has awaiver for the developmentaly
disabled and one for adults with disabilities. Michigares waiver targeting aged and physicdly disabled
persons covers more than 12,000 individuals. Rather than targeting a specific illness or condition, the
waiver program has established need-based criteria to determine digibility. While individuaswith
HIV/AIDS may be digible, HCFA regiond office aff indicated that the waiver was primarily serving
adults with physicd disabilities.

25  Unique State Considerations

The Department is billing Medicaid for administrative case management services but has eected to hill
under its service match rather than under the adminigtrative case management maich. HCFA dlowsthe
State to decide how to bill for adminigtrative case management services. Michigares Federd medicd |
assistance percentage (FMAP) is 55.4 percent, while adminigtrative case management is matched at 50
percent. Adminidrative case management billed under the service procedure (55.4- percent match)

does not include dl the activities that might be covered if the services provided were hilled under the
adminigtrative case management procedure.

Documentation of the time committed to Medicaid activitiesis a requirement for rembursement for
adminigrative case management, regardless of how the State bills for these services. Michigan usestime



sheets for documentation of time devoted by hedlth staff to Medicaid-related activities, except for
hedlth staff who are 100-percent committed to Medicaid-related activities. The fact that they are able
to use time sheets supplied by the Medicaid agency smplifies the process subgtantialy. There gppears
to be a good partnership between the Medicaid agency and the health agencies on ways to maximize
Federd dollars. Local hedth departments, unfortunately, have not been hilling for adminigirative case
management services.

Under the targeted case management option, the State has included a category covering individuas who
meet Aspecified criteriaf Agan, while individudswith HIV/AIDS may be digible, HCFA regiond
office gaff indicated that primarily adults with physica disabilities are recelving targeted case
managemen.

3. STATE BACKGROUNDCTEXAS
This section provides an overview of the third-party payment programs active in the State of Texas.
3.1 TheMedicaid Picture

Texas has a population of goproximately 19.6 million. Medicaid enrollment in the Stateis
approximately 1.7 million. Only 25 to 30 percent of the Medicaid population are enrolled in managed
care. In Texas, managed care may bein the form of afully capitated HM O, a partialy capitated HMO,
or aPCCM plan. Frequently, individuas have a choice of an HMO or a PCCM plan. About 25
percent of the Staters population are uninsured (in this border State, there is a Sgnificant undocumented
population). The States Federa Medicaid match rate is 61 percent. Tota Medicaid expenditures (State
and Federa funds) in Texasfor FY 1998 were $10.354 billion. DSH funds sent to hospitals serving the
uninsured and Medicaid-digible individuasin the State for FY 1998 were $1.439 hillion, or a
comparatively high 13.9 percent of totd Medicaid expendituresin the State. The Staters matching
dollars for the DSH funds come exclusively from tax dollars put up by nine hospital didtricts across the
State by means of an ad valorem county property tax. While hospita digtricts receive more funds
through DSH payments than they put in, decreasesin DSH funds under the 1997 Balanced Budget Act
and recent reductions in county property taxes, a least in the case of Harris County (Houston) by order
of the county commissioners, have meant significant decreases in available funds for hospitd digtrict
ingtitutions and programs.

3.2 TheHRSA GrantsPicture

A full array of HRSA grantees are operationd within the State. These programs are described in the
sections that follow.

3.2.1 Maternal and Child Health Programs



The State Title V block grant is gpproximatdy $37 million. The maintenance-of-effort funding for the
State is $40,208,728. In FY 1999 the State appropriated $57,700,000 for MCH activities. The State
has an gpproximately $17.5 million overmatch that can be used for additiond State Title X1X matching.
The State reportedly is using the $17.5 million as matching funds for its CHIP.

The Title V Program contracts for MCH services, which include family planning services, prenatd,
preventive, and primary child hedlth care; and case management. Providersinclude locd hedth
departments and other community-based providers, which bill on afee-for-service bass under a
contract ceiling. Services are provided to clients with incomes below 185 percent of the Federd
poverty level (FPL) who are not digible for Medicaid. Contractors are required to screen for CHIP
eligibility and to refer to the CHIP (see 6.2.2 below). The Texas Department of Hedlth (TDH) MCH
Program serves between 10 and 15 percent of the children in the State with family income below 185
percent of the FPL who are not covered by Medicaid.

As part of its Medicaid Program, TDH provides services to children with specia hedth care needs with
family income below 200 percent of the FPL. Undocumented children are unable to receive these
services.

The State plans to expand its targeted case management program to include children with specid hedth
care needs up to the age of 16. It currently provides targeted case management services only for
high-risk pregnant women and high-risk children under the age of one. In Fisca Year 1999, there were
three Hedlthy Start grantees in Texas, one each in Ddllas, Fort Worth, and Gaveston.

3.2.2 HIV/AIDS

Audtin, Ddlas, Fort Worth, Houston, and San Antonio are Title | Ryan White CARE Act cities. There
are even Title I11 granteesin Texas, one each in Audtin, Ddlas, El Paso, Fort Worth, Harlingen,
Houston, and San Antonio. Funding under the Ryan White CARE Act in FY 1999 was $93,100,509.
Texasisthe only State in this sudy that does not have awaiver to provide servicesto individuaswho
have AIDS or are symptomatic HIV patients.

All children with family income below 200 percent of the FPL are digible for Medicaid or the CHIP.
Phase 1 of the CHIP isaMedicaid expansion covering al children with family income under 100
percent of the FPL through the age of 19 (the expansion adds children between the ages of 15 and 19).

Phase 2, garting later thisyear, will cover dl children 19 and under with family income below 200
percent of the FPL. Phase 2 is not an expansion of the Staters Medicaid program.

3.2.3 Primary Care (Including the Bureau of Primary Health Care and the Office of Rural
Health)

In Fiscal Year 1999, Texas received $58,653,304 from HRSA to support primary care centers and
$1,117,082 for rurd hedth activities. The Bureau of Primary Hedlth Care is supporting 39 primary care



centersin Texas and seven homeless projects (two in Lubbock and one each in Ddllas, El Paso,
Houston, Plainview, and San Antonio). The Office of Rurd Hedlth supported two rura hedth outreach
projects (in Albany and Fort Stockton).

3.3 TheMedicaid Managed Care/Waivers Picture

The Texas Medicaid Program is administered through TDH. TDH has divided the program into a fee-
for-service bureau and a managed care bureau. Waivers for mandatory Medicaid managed care are
typicaly organized by mgor population centers, or Aservice centers,i and their contiguous counties.
There are eight 1915(b) waiversfor Texas, covering Augtin, Dallas, El Paso, Forth Worth, Gaveston,
Houston, Lubbock, and San Antonio and their surrounding counties. The Austin and Forth Worth
service centers provide HMO managed care only. Most of the other service areas provide a choice of
HMO care or PCCM.

Under 1915(b) and 1915(c) waivers, the State aso runs Star Plus through the Houston service center.
Star Plus has an enrollment of about 55,000 adult SSI recipients. The program provides acute and
long-term care and emphasizes care coordination and case management services. There are a number
of other, smaler HCB services waiver programs, including a 1915(c) waiver for children with specid
hedlth care needs that provides care for medically dependent children up to the age of one and children
over the age of one who are not otherwise covered by insurance. Over 40 percent of the Staters
materna and child hedlth budget is dlocated to this program. The State has indicated that it is planning
to expand both services offered under this waiver and its Medicaid targeted case management benefit to
include children up to the age of 16. Currently, targeted case management services are only for high-risk
pregnant women and children up to age one. Loca health departments can bill for targeted case
management; however, the required documentation is extensive and somewhat burdensome. Texasis
the only State studied that does not have awaiver to provide services to individuas who have AIDS or
are symptomatic HIV patients.

34  Homeand Community-Based Services WaiversC Section 1915(c)

Over 40 percent of the Staters materna and child hedlth budget is dlocated to children with specid
hedlth care needs. The State has an HCB Services waiver for medically dependent children up to the
age of one and provides case management services through a modification in the State plan (targeted
case management). For children over the age of one who are not covered by insurance, the State
assumes some of the cost for the services. The State plans to expand its waiver and targeted case
management programs to include children with specid health care needs up to the age of 16.

Included in the Staters targeted case management system are enhanced prenatal and postnata care
sarvices to high-risk pregnant women and their children up to the age of one. Theloca hedth
departments can hill for targeted case management services, but there are many barriers, including the
need to provide extensive documentation. The State pays $35 for a targeted case management
encounter and $56 for amedica case management encounte.



All children with family income below 200 percent of the FPL are digible for Medicaid or the CHIP.
Phase 1 of the CHIP isaMedicad expanson covering dl children with family income under 100
percent of the FPL through the age of 19 (the expansion adds children between the ages of 15 and 19).

Phase 2, garting later this year, will cover dl children ages 19 years and under with family income
below 200 percent of the FPL. Phase 2 is not an expansion of the Staters Medicaid Program.

3.5 Unique State Considerations

The States Medicaid program has alimit of three drug prescriptions per month. For the sick or frall
individud, this may present a hardship. The Texas Primary Care Association has been able to creatively
expand prescription coverage for FQHC patients. Tobacco settlement funds are being used in the
State to support indigent care through payments to the counties.

Thereis a State moratorium on managed care program expansion until the legidature megtsagainin
January 2001. Despite the high number of waivers, much of the State, including most of the rurd aress,
is not under mandatory managed care. In addition, certain populations may choose managed care or
fee-for-service, for example, SSl recipients outside of the Star Plus service area. Children in fodter care
are dways treated under fee-for-service and may not be treated under managed care.

The Texas Department of Hedlth has created adminidrative barriers that have precluded the loca hedlth
departments from collecting any administrative case management relmbursement.
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